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IT’S  TIME 


When  you  distribute  information  to  a  few  users,  it's  easy. 


~om  one  user  to  millions,  from  casual  through  power  users,  from  your  employees  to  your  partners  and  customers,  Information  Builder 
in  provide  you  with  the  most  cost-effective  way  to  get  more  consistent  information  to  more  people.  Our  WebFOCUS  enterprise 
^porting  software  is  the  proven  solution  used  by  80%  of  Fortune  100  companies  to  optimize 
usiness  performance.  See  how  to  simplify  a  complex  environment  by  calling  800-969-INFO 
r  visit  us  at  mformationbuilders.com  for  a  demonstration.  Information  Builders.  ANSWERS. 
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Happened  on  the 
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(It  Got  Easier) 
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amounts  of  sweat  equity.  Now,  with  the  law  reinterpreted, 
only  the  last  appears  to  be  true.  By  Ben  Worthen 


Robert  Edwards,  CIO  of  The  Rouse  Co.,  says  his  duties  for  Sarbox 
compliance  range  from  the  serious  to  the  obvious— from  ensuring 
that  the  same  employee  can’t  both  write  checks  and  approve  them 
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can  most  definitely  be  applied  to  IT.  By  Tracy  Mayor 

CASE  FILES  I  INTEGRATION 
Access  Miami  I  72 

A  Web  services  strategy  is  opening  the  door  to  integration  among 
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By  Lafe  Low 

Like  most  retail  CIOs, 

7-Eleven  CIO  Keith  Morrow 

has  big  dreams  about  RFID 
technology,  which  will 
some  day  enable  him  to 
track  every  product  from 
manufacture  to  checkout. 
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The  RFID  Imperative  I  78 

The  adoption  of  RFID  technology  is  inevitable.  Its  transforma¬ 
tional  promise,  huge.  But  the  success  of  RFID  in  your  business 
depends  on  your  infrastructure.  Here’s  what  you  need  to  add 
to  your  holiday  to-do  list.  By  Meridith  Levinson 

KNOWLEDGE  MANAGEMENT 

Why  Three  Heads  Are  Better  Than  One 

(Howto  Create  a  Know-It-All  Company)  I  94 

Even  in  the  best  of  times,  it’s  a  battle  to  convince  employees  to 
participate  in  knowledge  management  programs.  But  in 
tough  times,  the  tendency  is  for  employees  to  horde  what  they 
know.  Here’s  how  some  companies  convinced  individuals 
to  share  best  practices.  By  Lauren  Gibbons  Paul 
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The  right  software  can  help  today's  CIO 
become  tomorrow's  corporate  leader. 

It's  amazing  what  the  right  software  can  do  in  the  right  hands.  Just  ask  the 
CIOs  taking  advantage  of  our  management  software  for  utility  computing. 
They've  transformed  previously  complex  disparate  infrastructures  into 
integrated  springboards  for  business  success.  And  they've  capitalized  on 
tomorrow's  trends  while  heading  off  today's  problems,  all  while  maximizing 
their  existing  resources.  To  learn  how  management  software  can  benefit 
your  business,  not  to  mention  your  career,  go  to  ca.com/management3. 
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Introducing  the  next  generation  of  desktop  services. 

Because  one  size  never  fits  all  in  the  real  world. 

Light  users  rarely  need  every  service  and  application  they  get.  Heavy  users  often  need 
more.  With  EDS'  myCOESM  desktop  solution,  users  can  get  exactly  what  they  need, 
when  they  need  it.  This  revolutionary  solution  leverages  new  automated  deployment 
technologies,  and  enables  greater  control  over  IT  costs,  fit-for-purpose  flexibility  and 
any-to-any  portal  access.  For  the  enterprise  that  wants  to  optimize  both  agility  and  costs, 
it's  a  perfect  fit.  Visit  eds.com  or  call  800  566  9337. 


Not  stressing  about  the  brochure  as  usual 
Not  fretting  about  the  expense  as  usual. 

Not  color  as  usual. 

Not  business  as  usual. 


The  Canon  Color  imageRUNNER®  C3200  with 
imageWARE™  Publishing  Manager  is  anything 
but  business  as  usual.  Actually,  it's  a  totally  new 
way  of  working  that  lets  you  create  and  print 
professional-quality  color  booklets,  catalogs, 
brochures... you  name  it.  In-house,  right  at  your 
desktop.  With  imageWARE  Publishing  Manager, 
you  can  combine  multiple  documents  created  in 
different  applications  to  form  a  single  document. 


You  can  import  images  or  text  streams,  create 
and  format  chapters,  renumber  pages,  insert 
headers  and  footers.  You  can  apply  editing, 


page  imposition,  print  settings,  and  professional 
finishing.  You  can  share  it  all  with  co-workers. 
You  can  manage  it  all  every  step  of  the  way. 


Canon’s  imageWARE  Publishing  Manager  Software. 

Create  and  print  color  documents  right  from  your  desktop. 

And  we're  just  scratching  the  surface.  This  means 
no  more  endless  waiting  for  that  all-important 
document.  See?  At  long  last,  you're  in  control. 
And  ultimately,  you're  not  stressing  out.  The 
Canon  Color  imageRUNNER  C3200  with 
imageWARE  Publishing  Manager.  For  fast, 
affordable  in-house  color  with  professional-quality 
finishing.  So  say  goodnight  to  business  as  usual. 


www.imagerunner.com 
1-800-OK- CANON 


Canon  KNOW  HOW 


Canon  and  Canon  Know  How  are  registered  trademarks  of  Canon  Inc.  IMAGERUNNER  is  a  registered  trademark  of  Canon  Inc.  in  the  U.S.  and  Canada.  IMAGEWARE  is 
a  trademark,  and  IMAGEANYWARE  is  a  service  mark  of  Canon  U.S.A.,  Inc.  ©2003  Canon  U.S.A.,  Inc.  Product  shown  with  optional  accessories.  imageWARE  Publishing 
Manager  must  be  purchased  separately,  and  has  minimum  O/S,  hardware  and  software  requirements.  Contact  your  local  Canon  imageWARE  dealer  for  details. 
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>features 
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Our  Daily  Web 

MONDAY  Tech  Tact 

Technology  Editor  Christopher 
Lindquist  covers  what’s  coming. 


ASK  THE  SOURCE 

You  Can’t  Be  a  Little  Bit  Six 

A  cautious  CIO  might  be  tempted  to  try  a 
little  bit  of  Six  Sigma  here  and  there  to  see  if 
it  works,  but  that’s  a  mistake,  says  Charles 
Costa,  executive  vice  president  and  CIO  at 
Chase  Financial  Services.  In  Targeting 
Perfection  (Page  62),  Costa  and  other  CIOs 
share  their  secrets  of  bringing  the  quality 
control  methodology  to  the  IT  department. 

If  you’re  looking  to  save  $500,000  from  a 
single  project  (as  Raytheon  Aircraft  did  in 
2002)  or  redirect  service  representatives’ 
efforts  into  selling  additional  products,  you 
can  shoot  your  Six  Sigma  questions  over 
to  Costa  through  Dec.  15.  Go  online  to 
www.  cio.  com/ask. 


ADD  A  COMMENT 


TUESDAY  Quick  Poll 

Vote  with  your  mouse,  and  see  how 
other  IT  leaders  feel  about  current 
events. 

WEDNESDAY  Metrics 

Web  Writer  Jon  Surmacz  makes 
sense  of  the  numbers. 

THURSDAY  Sound  Off 

Web  Editorial  Director  Art  Jahnke 
opines  on  managerial,  political  and 
ethical  dilemmas. 

FRIDAY  The  Big  Picture 

Charts  and  graphs  that  are  worth  a 
thousand  words. 

EVERY  WEEKDAY  The  News 

We  synthesize  the  top  IT  news 
stories  of  the  day. 


Dept,  of  Closer  Looks 


To  Act  on  the  Act,  or  Not? 

Somewhere  between  the  time  the  Sarbanes-Oxley  Act  left  the  president’s  desk  in  July 
2002  and  the  Securities  and  Exchange  Commission's  issuance  of  its  final  rule  in  June 
2003,  Sarbanes-Oxley  lost  some  of  its  teeth  (see  A  Funny  Thing  Happened  on  the  Way  to 
Compliance,  Page  50).  Now  technology  investments  may  not  play  the  starring  role  that 
compliance  first  was  thought  to  demand.  What  are  you  going  to  do  next?  Wait  and  see? 

Or  automate  and  be  armed?  Post  your  thoughts  in  the  Add  a  Comment  box  at  the  bottom 
of  the  online  version  of  this  article. 

LEARN  MORE 

RFIDs  for  Fido 

RFID  technology  promises  absolute  inventory  control,  consequent  cost  reductions  and 
increases  in  margin  (see  The  RFID  Imperative,  Page  78).  It  is  also  the  subject  of  two 
pieces  in  our  recent  special  issue,  "Technology’s  Impact  on  Everything.”  Look  for 
Jonathan  Zittrain's  embrace  of  RFIDs  to  keep  track  of  his  dog,  and  Paul  Saffo’s  warning 
that  RFID  deployment  will  spell  commerce’s  trump  of  privacy.  Find  these  articles  at 
www.cio.com/impact2003. 


»  Why  Three  Heads  Are  Better 
Than  One  (Page  94)  points  out  that 
sharing  business  knowledge  is 
especially  important  in  a  tough 
economy.  For  the  latest  on  knowl¬ 
edge  management,  subscribe  to  our 
newsletter  The  KM  News.  Goto: 
subscribe.cio.com/newsletters.cfm. 

»  A  Funny  Thing  Happened  on  the 
Way  to  Compliance  (Page  50)  says 
the  Sarbanes-Oxley  Act  has  been 
defanged.  You  need  to  keep  up  with 
all  this.  Our  series  “Playing  By  New 
Rules:  Your  Risks  and  Responsibili¬ 
ties”  looks  at  federal  legislation  and 
regulation  that  profoundly  affects 
how  you  manage  data,  ensure 
security  and  protect  privacy.  Find  it 
at  www.cio.com/newrules. 
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It’s  easy  to  send  your  applications  offshore. 
It’s  harder  to  get  something  back. 


It  takes  more  than  offshore  operations 
to  deliver  the  rewards  of  offshore  outsourcing. 

Keane’s  proven  delivery  model  consistently  improves  quality  while 
managing  risk  -  ensuring  the  cost  advantages  that  led  you  offshore  in  the 
first  place. The  proof:  over  20  years  of  successful  offshore  delivery. 

Learn  how  to  structure  your  application  outsourcing  initiative  for  success. 

Download  Keane’s  Offshore  Outsourcing  Checklist  at  www.keane.com/offshore/check 


KEANE 


Conventional  customer  relationship 


NEC  Is  a  registered  trademark  of  NEC  Corporation.  All  other  trademarks  are  the  property  of  their  respective  owners.  ©2003  NEC  Solutions  (America),  Inc.  All  Rights  Reserved 


Connected  customer  relationship. 


Introducing  the  Connected  Bank.  These  days,  it’s  not  enough  to 
just  align  and  connect  the  dots  in  your  business.  To  build  strong 
and  profitable  financial  relationships,  your  bank  needs  a  secure 
and  reliable  IT  infrastructure  that  can  transform  layers  of  real 
time  information  -  about  your  customers,  partners,  people  and 
processes  -  into  a  clear  picture  that’s  accurate  and  actionable. 

To  help  regional  and  national  banks  optimize  their  relationships, 
NEC  Solutions  America  now  delivers  the  world-class  resources 
of  NEC  with  the  flexibility  and  responsiveness  of  an  independent 
solutions  provider.  From  portals  to  business  intelligence,  from 
application  integration  to  mission  critical  infrastructure  and  secu¬ 
rity,  NEC  takes  a  holistic  approach  that  thoughtfully  integrates 


best-of-class  hardware  and  software  solutions  into  your  business 
strategy.  The  result  is  measurable  improvements  in  your  bank’s 
operating  performance  and  customer  profitability,  through  more 
dimensional  customer  relationships. 

That’s  NEC’s  vision  of  the  Connected  Enterprise.  And  for 
clients  like  Citizens  Bank  and  FSTC,  we’re  turning  that  vision 
into  real-time  reality.  To  connect  with  us,  call  888-632-7003  or 
visit  www.necsam.com/approved. 


Empowered  by  Innovation  NEC 
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From  the  Editor 


For  more  on  the  promises 
and  perils  of  knowledge 
management,  visit  our 
KM  Research  Center  at 
www.cio.com/km. 


Why  We  Fear 
Knowledge  Management 


I’M  ONE  OF  YOUR  IT  business  analysts.  I  work 
with  the  sales  function  of  our  company.  I  helped 
create  a  business  case  template  for  the  sales  execs, 
and  I  coach  them  in  its  use.  You,  my  boss,  come 
and  ask  me  to  document  the  procedures  I  follow, 
including  all  my  business  case  best  practices.  It’s 
for  the  new  knowledge  management  system. 

By  midnight  that  night,  I’ll  have  nine  copies  of 
my  resume  circulating  among  our  competitors. 

Knowledge  management  spooks  people,  espe¬ 
cially  in  this  environment  of  jobless  recovery. 

On  top  of  that,  knowledge  management  is  con¬ 
descending.  You  have  a  system  to  “manage”  your 
employees’  knowledge?  What’s  next — mapping 
their  most  efficient  commuting  route?  Selecting  their 
work  wardrobe  for  optimum  color  coordination? 

Negative  reactions  are  one  reason  people 
shouldn’t  call  knowledge  management  “knowledge 
management” — a  tip  you’ll  find  in  “Why  Three 
Heads  Are  Better  Than  One  (How  to  Create  a 
Know-It-All  Company),”  Page  94.  The  label  inspires 
fear  and  loathing  in  the  people  whose  support  you 
most  need.  But  euphemisms  aren’t  going  to  cut  it 
either.  Don’t  dare  call  it  an  “intellectual  capital 
resource  pool.”  (You  know  what  kids  do  in  pools.) 

If  you  really  want  people  to  freely  share  their 
knowledge,  it  needs  to  be  abundantly  clear  that 


doing  so  will  benefit  them  personally — not  just  the 
company.  For  example,  an  overworked  program¬ 
mer  would  personally  appreciate  the  shortcut  of 
grabbing  code  from  a  reusable  library,  rather  than 
having  to  rewrite  it  every  time  it’s  needed.  So  there’s 
a  huge  personal  convenience  for  sharing  such  code. 

This  same  motivation  applies  to  many  sorts  of 
knowledge — procedures,  documents,  rules.  Employ¬ 
ees  who  contribute  and  borrow  from  the  knowl¬ 
edge  base  will  save  time  and  energy,  avoid  stress, 
and  look  good  because  of  their  valuable  contribu¬ 
tions  to  the  company  (be  sure  to  credit  the  source  of 
the  knowledge). 

So  I’ll  gladly  store  my  business  case  template  for 
any  analyst  to  use  with  his  own  business  functions. 
We  can  even  store  some  text  that  generally  ends 
up  in  these  cases,  saving  time  for  everyone — includ¬ 
ing  myself.  I  won’t  feel  threatened,  since  my  unique 
value  will  continue  to  be  in  how  I  interact  with  the 
sales  execs  as  I  walk  them  through  creating  a 
case — the  sympathy  I  have  for  their  frustration  over 
metrics,  the  instinct  I  have  for  how  specific  they 
need  to  get  in  quantifying  hard  and  soft  benefits. 
That  human  stuff  doesn’t  lend  itself  to  knowledge 
management — to  extract  it,  you’d  have  to  repro¬ 
duce  my  genetic  code.  And  you  can  get  arrested 
for  that. 
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These  days,  you  are  your  information.  And  having  information  that's  less  than  accurate  is  simply  no  longer 
acceptable.  Yet  with  incompatible  data  sources  and  volume  multiplying,  how  can  you  possibly  bring  all  of 
your  data  together  and  come  up  with  a  timely  and  relevant  assessment  of  your  business  you  can  trust?  The 
answer  is  Informatica?  We  can  transform  your  disparate  enterprise  data — re¬ 
gardless  of  source  or  application — into  a  single,  manageable,  and  scalable 
resource  that  delivers  business  insight  that  is  easy  to  use,  reliable  and  auditable. 

To  learn  why  over  80%  of  the  Fortune  100  have  turned  to  our  unified  data  integration  and  business  intel¬ 
ligence  solution,  just  call  800-970-11 79,  or  visit  us  online  at  www.informatica.com.  Because  if  you're  only  as 

good  as  your  data,  this  is  how  to  always  be  at  your  very  best. 


INFORMATICA 

Turning  integration  into  insight. 


©  2003  Informatica  Corporation.  All  rights  reserved.  Informatics,  the  Informatics  logo,  and  "Turning  integration  into  insight"  are  trademarks  or  registered 
trademarks  of  Informatica  Corporation. 
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Introducing  Microsoft  Windows  Server  2003.  Do  more  with  less 


You’re  being  asked  to  do  more.  You’re  being  asked  to  do  it  with  less.  Windows  Server™  2003  and  new 
Microsoft®  Exchange  Server  2003  work  together  to  manage  these  opposing  forces  and  help  you  deliver  a  more 
robust  and  secure,  remote  e-mail  access  solution  with  less  time,  money,  and  hassle.  Download  your  free 
evaluation  copy  of  Exchange  Server  2003  on  Windows  Server  2003  at  getexchange2003.com 


Timex  executives  needed  full,  fast  access  to  e-mail  while  traveling  globally.  By  deploying  Microsoft  Windows  Server  2003 
and  Exchange  Server  2003,  Timex  got  a  secure  and  cost-efficient  e-mail  solution  that  provided  Web  mail  access. 
This  enabled  executives  and  mobile  employees  to  greatly  simplify  remote  access  and  dramatically  improve  overall 
productivity.  Timex  also  expects  Outlook®  2003  to  further  improve  efficiency. 
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SHATTERING  THE  MULTITASKING  MYTH 

The  Sept.  15,  2003,  Reality  Bytes  column  (“Why  More  Is  Less")  really  hit  the  nail  on 
the  head.  What  I  am  seeing  is  that  multitasking  in  IT  often  causes  a  de-evolution  back 
to  the  old  days  when  the  “superprogrammer”  did  everything.  Architectural  decisions 
and  even  business  decisions  start  to  be  driven  by  what  the  superprogrammer  wants 
simply  because  the  organization  cannot  afford  to  make  him  unhappy  (or  doesn’t 
have  any  better  alternatives).  What  a  mess! 

Clay  Watson  •  Technical  Staff  Member 
Los  Alamos  National  Laboratory  •  watson@lanl.gov 


I  have  felt  like  I  should  be  able  to  multi¬ 
task  more  effectively,  though  I  much  pre¬ 
fer  to  work  on  one  project  at  a  time  until 
it  is  complete.  I’m  glad  to  see  that  my 
instincts  have  been  right  on.  Although  as 
a  psychologist  who  evaluates  learning 
differences  among  individuals,  I  would 
admit  that  to  some  extent  this  capacity 
depends  on  the  individual,  as  it  does  with 
most  cognitive  characteristics. 

Kathi  Morton,  Psychologist 
kathimorton@earthlink.net 

RESPECT  AND  DIGNITY 
GO  A  LONG  WAY 

I  enjoyed  Publisher  Gary  Beach’s  Oct.  1, 
2003,  column,  “Beware  of  the  Tele¬ 
phone.”  There  are  two  ways  to  really 
cause  damage:  one  is  by  the  phone,  the 
other  is  through  e-mail.  Unfortunately, 
CEOs  don’t  know  enough  to  put  coun¬ 
termeasures  in  place  until  it  is  too  late. 

Some  years  ago,  we  had  a  talented  IT 
employee  in  our  HR  department.  He  did 
a  lot  of  good  but  at  some  point  got  mad, 
quit,  changed  all  passwords  and  left 
viruses  that  would  be  activated  at  cer¬ 
tain  times.  The  vice  president  of  HR  was 
devastated  and  as  a  result  implemented 
a  forceful  policy  of  having  a  security 
guard  standing  next  to  employees  who 
were  being  fired  or  laid  off.  The  policy 
left  a  really  sour  feeling  with  everyone. 


During  the  past  two  years,  we  knew 
some  employees  would  be  laid  off — 
some  of  them  in  my  own  IT  organiza¬ 
tion.  So  I  went  to  HR  and  specifically 
requested  the  policy  not  apply  to  them. 
Rather,  they  would  leave  voluntarily  and 
without  problems. 

Needless  to  say,  the  vice  president 
reiterated  the  need  to  “prevent”  what 
had  happened  some  years  ago.  I  then 
proceeded  to  explain  what  could  hap¬ 
pen  if  a  reasonably  competent  IT 
employee  became  angry  at  having  to 
leave  in  such  a  way  and  used  the  phone 
and  e-mail  to  destroy  databases  (specif¬ 
ically,  payroll  and  human  resources), 
cause  large  expenses  in  phone  usage  and 
so  on.  All  of  this  could  be  done  from 
outside  the  company  and  within  an  hour 
of  having  left.  The  vice  president  was 
speechless  when  I  completed  my  presen¬ 
tation.  The  policy  has  been  refined  to 
not  make  people  upset  (and  my  people 
were  let  go  without  a  guard),  but  the 
necessary  security  precautions  are  still 
being  debated.  Can  you  believe  that? 

Luis  Heimpel 
Manufacturing  Systems  Project  Manager 
lheimpel@sewsus.  com.  mx 

THE  BATTLE  RAGES  ON 

The  suggestion  that  end  users  should 
unite  to  define  requirements,  or  define 


standards,  is  noble  but  probably  not 
practical  (“The  Battle  for  Web  Services,” 
Oct.  1,  2003).  Economic  reasons  limit 
the  capabilities  of  most  large  user  orga¬ 
nizations;  for  example,  the  U.S.  govern¬ 
ment  is  a  huge  IT  consumer  but  is  hardly 
in  a  position  to  compete  with  Microsoft 
or  IBM  for  technical  know-how.  So  I 
predict  that  we  will  continue  to  muddle 
through.  Web  services  will  arrive  in  a 
messy,  complex  fashion  that  will  cause 
undue  suffering  for  programmers  and 
excessive  costs,  which  will  nevertheless 
be  accepted  as  the  cost  of  doing  business 
with  IT.  And  the  holy  grail  of  interoper¬ 
ability  will  remain  elusive. 

Paul  Arveson,  Director 
Balanced  Scorecard  Institute 
nospam@arveson.  com 

CORRECTION 

We  incorrectly  stated  the  chart  source  in 
the  Oct.  15,  2003,  story  “The  Incredible 
Shrinking  CIO.”  The  data  for  “The  In¬ 
credible  Shrinking  Paycheck”  came  from 
CIO's  “State  of  the  CIO  2003”  study. 


What  Do  You  Think? 


Send  your  thoughts  and  feedback  to 
letters@cio.com.  Letters  may  be  edited  for 
length  or  clarity.  For  a  link  to  the  articles 
mentioned,  go  to  www.cio.com/printlinks, 
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Your  IT  budgets  and  staff  have  been  slashed 


Fortunately  you  have  the  most  manageable 

video  conferencing  systems  in  the  world. 


With  IT  resources  scarcer  than  ever,  you  need  Polycom's  integrated  video  conferencing 
systems.  They're  user  friendly,  easy  to  upgrade,  manage  and  maintain.  Deployment  is 
virtually  "plug  and  play."  And,  monitoring  and  management  is  centralized.  It  all  adds  up 
to  a  great  ROI  foryourteam  and  your  company.  Join  the  millions  of  people  worldwide  that 
already  use  Polycom  and  The  Polycom  Office!"  With  integrated  video,  voice,  data,  and 
Web  applications,  The  Polycom  Office  makes  communicating  as  natural  as  being  there. 

For  more  information  and  your  free  white  paper  "Demystifying  IP  Migration"  visit 
www.polycom.com  or  call  1-877-POLYCOM.  Ask  about  the  outstanding  new  Polycom 
VSX“  7000  -  video  conferencing  like  you've  never  seen  it.  Polycom.  The  time  for 
manageable  video  conferencing  is  now. 


POLYCOM 


Connect.  Any  Way  You  Want. 


©2003  Polycom,  Inc  All  rights  reserved  Polycom  and  the  Polycom  logo  are  registered  trademarks  and  VSX,  Polycom  Office 
and  the  SoundStation  industrial  design  are  trademarks  of  Polycom,  Inc  in  the  U  S  and  various  countries 
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Finally,  a  company  that  talks  big  and 
works  bigger.  A  company  that  talks  ROI 
and  actually  delivers.  A  company  that 
provides  real  business  value  you  can 
measure.  A  network  solutions  and 
services  provider  called  NextiraOne. 

At  NextiraOne,  we  bring  clarity  to  your 
complex  communications  networks. 
Planning,  designing,  implementing, 
supporting  and  managing.  For  voice, 
data  and  converged  infrastructures. 

In  the  United  States  or  around  the 
world.  You  name  it,  we  do  it  -  with 
world-class  results. 

www.NextiraOne.com  (888)  888-1055 
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It  ain’t  braggin* 
if  you  can  do  it. 


Confessions  of  the  World’s  Most  Demanding  CIOs. 


‘Financial  news  travels  fast. 
It  needs  to  go  faster.” 

“The  most  demanding  financial  institutions  in  the  world  rely  on  Reuters 
\o  drive  their  trading  applications.  Whether  it’s  a  runaway  stock  or 
quarterly  earnings,  it’s  Reuters  responsibility  to  make  sure  information 
s  delivered  as  quickly  as  possible.  Markets  are  changing  constantly  -  and 
milliseconds  matter. 

“To  keep  this  critical  information  flowing,  our  customers  need  to 
digitally  shake  hands  with  hundreds  of  information  sources  using  Reuters 
Market  Data  System.  HP  helped  migrate  our  system  to  an  open  Linux 
environment  to  reduce  our  customers’  costs  and  improve  their  performance. 

“Partnering  with  HP,  we’ve  optimized  our  clients’  ability  to  respond 
to  increasing  market  demand  for  information  and  ensured  that  100% 
increase  in  data  volumes,  doesn’t  translate  into  100%  growth  in  costs. 

“All  of  which  we  at  Reuters  are  very  happy  to  report.” 

Make  change  work  for  you.  Visit  www.hp.com/adapt 


Solutions  for  the  adaptive  enterprise. 


NEWiluHOTii, 


Edited  by  Michael  Goldberg 
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OUTSOURCING 


Bank  Gets  Earful  for 
Exporting  IT  Jobs 

IT’S  THE  KIND  OF  ANNOUNCEMENT  U.S.-based  companies  have  made  into  a  kettledrum 
roll  of  dread  for  IT  workers  during  the  past  couple  of  years:  Jobs  are  headed  to  lower- 
waged  workers  overseas.  The  trend  has  led  to  protests  from  worker  groups  and  calls  to 
Congress  about  limiting  foreign  worker  visas. 

So  it  shouldn’t  surprise  American  CIOs  to  learn  that  when  it  emerged  Oct.  17  that 
the  London-based  global  bank  HSBC  Holdings  planned  to  move  4,000  data  process¬ 
ing  and  call  center  jobs  to  China,  India  and  Malaysia  by  2006,  the  angry  reaction  from 
leaders  of  Britain’s  big  unions  was  swift  and  strong. 

“The  scale  and  the  pace  of  what  HSBC  is  proposing  is  what  takes  the  breath  away,” 
says  Rob  O’Neill,  national  secretary  for  Unifi,  the  European  trade  union  for  158,000 
financial-sector  workers.  “There  has  been  concern  about  the  loss  of  U.K.  jobs  through 
outsourcing  for  a  while,  but  on  a  fairly  small  scale.  HSBC’s  decision  marks  the  largest 
single  announcement  of  job  losses  due  to  this  sort  of  outsourcing  and  has  brought  the 
issue  into  sharper  focus.” 

Both  Unifi  and  Amicus-AEEU,  Britain’s  730,000-member  manufacturing  union, 
have  warned  of  a  possible  strike  from  workers  depending  on  how  HSBC  handles  the 

job  cuts,  particularly  in  cities  such 
as  Birmingham  and  Swansea, 
Wales,  where  the  local  economy  is 
expected  to  be  hardest  hit  by  the 
closures.  Steve  Pantak,  Unifi’s 
Wales  regional  organizer,  says  the 
union  is  meeting  with  members  of 
the  Welsh  Assembly  in  hopes  of 
getting  governmental  support  for 
limiting  local  job  losses. 

The  HSBC  case  is  interesting 
because  it  isn’t  the  only  British  insti¬ 
tution  to  set  up  overseas  shops  for 
IT  jobs,  but  HSBC’s  move  is  the  one 
that  has  received  the  loudest  critical 
attention.  The  response  to  similar 
moves  by  such  companies  as  British 
Telecom,  British  Airways  and  the 
supermarket  Tesco  has  thus  far  been 
Continued  on  Page  26 


INNOVATION 

First  Flight 

TODAY,  when  air  travel  is  ubiquitous  and 
any  computer  gamer  can  take  a  virtual  turn 
piloting  a  jumbo  jet,  it  seems  quaint  to 
think  about  Orville  and  Wilbur  Wright, 
bicycle  shop  owners  from  Dayton,  Ohio, 
who  took  their  quest  to  build  a  self- 
powered  flying  machine  to  the  North 
Carolina  Outer  Banks. 

It  was  on  the  morning  of  Dec.  17, 1903, 
on  the  beach  at  Kill  Devil  Hill,  N.C.,  that 
Orville  Wright  released  a  rope  that  rolled 
The  Flyer  down  a  set  of  tracks  and  aloft  into 
history  (see  photo,  below). 

The  first  pilots  to  fly  a  machine- 
powered  airplane,  the  Wrights’  fourtrips 
that  day  were  measured  in  hundreds  of 
feet  and  tens  of  seconds  in  front  of  five 
witnesses.  This  month,  tens  of  thousands 
are  due  to  attend  the  First  Flight  Centen¬ 
nial  Celebration  at  the  North  Carolina 
site  now  called  the  Wright  Brothers 
National  Memorial. 

There’s  a  wealth  of  information  about 
the  flight  online  (start  at  www.fi  rstf light 
centennial.org ),  including  photos  of  the 
event  from  the  Library  of  Congress. 

And  yes,  Microsoft’s  Flight  Simulator 
2004  lets  you  pilot  a  virtual  version  of  the 
Wright  Flyer. 


m 

II. 

EM 

IT 

- Tir  Hpi 

A:vL. : 

24  CIO  DECEMBER  1,  2003  •  www.cio.com 


Chaos. 


Control. 


Take  control  of  your  Internet  security. 


Introducing  Proventia'"  Enterprise  Protection  Products.  Just  because  Internet  threats  are 
complex,  doesn't  mean  your  security  has  to  be.  Finally,  a  single,  unified  protection  appliance 
that  protects  more  with  less,  eliminating  the  cost  and  chaos  of  multiple  stand-alone  security 
products.  Proventia’"  centrally-managed  products  range  from  detection  up  to  completely 
unified  and  proactive  multi-function  protection  appliances,  combining  firewall,  intrusion 
prevention  and  anti-virus  technologies.  Take  control  of  your  enterprise  security.  Switch  to 
Internet  Security  Systems  today.  800-776-2362.  www.iss.net/takecontrol. 
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trendlines 


I  .  T  .  LINGO 


What  to  Call  a  Group 
of  Users,  and  Other 
Useful  Suggestions 


COLLECTIVE  NOUNS  are  one  of  the  more  vibrant 
parts  of  the  English  language.  There's  the  stirring 
pride  of  lions,  the  poetic  murmuring  of  starlings, 
the  onomatopoeic  gaggle  of  geese,  the  quirky  bed 
of  flowers,  and  the  alliterative  bevy  of  beauties. 

IT  has  its  own  collective  nouns.  There’s  the 
bank  of  servers  and  the  bundle  of  applications. 
Those  are,  however,  a  pallid  pack,  and  we  wanted 
to  come  up  with  better,  more  evocative  ones— 
ones  that  would  illuminate  the  true  swashbuck¬ 
ling  character  of  the  IT  discipline.  We  suggest: 

A  sorrow  of  servers 
An  agony  of  apps 
A  whine  of  users 
A  dilemma  of  desktops 
A  knot  of  processors 
A  nimbus  of  networks 
A  vault  of  passwords 
A  liability  of  laptops 
An  ovation  of  handhelds 
A  slough  of  spam 

Have  your  own  suggestions?  Send  them  to 
Michael  Goldberg,  Trendlines  editor,  via  e-mail 
at  mgoldberg@cio.com.  (Please  make  sure  to 
write  "collective  noun”  in  the  subject  line.) 

-David  Rosenbaum 


Bank  Gets  Earful 

Continued  from  Page  24 

fairly  mute,  says  Chris  Gentle,  an  analyst  with  Deloitte  &  Touche,  “hr  the  U.S.,  for 
example,  some  states  are  looking  at  drafting  legislation  in  an  attempt  to  save  local 
jobs,  but  in  the  U.K.,  that  sort  of  thing  hasn’t  really  happened  yet,”  he  says. 

The  employment  export  trend,  though,  is  expected  to  continue.  Gentle  esti¬ 
mates  that  730,000  European  financial  services  jobs  will  migrate  offshore  by  the 
end  of  2008.  “With  cost  savings  of  around  39  percent,  there  is  enormous  pres¬ 
sure  on  companies  to  move  some  operations  offshore.  Financial  services  com¬ 
panies  are  way  ahead  of  everyone  else  and  are  the  pioneers,”  Gentle  says.  “Banks 
such  as  Citibank  were  among  the  first  to  turn  to  outsourcing  and  have  put 
other  financial  institutions  in  the  marketplace  at  a  disadvantage.” 

In  the  wake  of  HSBC’s  move,  some  U.K.  banks — the  Royal  Bank  of  Scotland 
and  its  subsidiary  NatWest,  and  Edinburgh-based  HBOS — have  pledged  or  reit¬ 
erated  past  promises  that  jobs  will  not  be  moved  out  of  the  United  Kingdom, 
despite  the  potential  cost  savings. 

“We  will  not  move  jobs  out  of  the  U.K.  as  long  as  the  fiscal  and  regulatory 
climate  is  supportive  of  business.  Though  the  cost  savings  could  have  been  con¬ 
siderable,  we  also  took  into  account  the  impact  on  staff  and  on  the  communi¬ 
ties  in  which  we  operate  and  decided  not  to  make  the  move,”  says  Carolyn 
McAdam,  spokesman  for  the  Royal  Bank  of  Scotland. 

HSBC’s  plans  to  close  five  customer  service  centers  in  the  United  Kingdom  by 
the  end  of  2005  begin  in  January.  HSBC  declined  interview  requests,  but  its 
CEO  Bill  Dalton  said  through  a  statement  that  the  move  was  “essential  to 
HSBC’s  continued  success....  This  is  the  best,  indeed,  the  only  way,  of  ensuring 
job  security  for  our  staff  worldwide.” 

Members  of  Britain’s  parliament  thus  far  are  taking  a  wait-and-see  approach 
to  offshore  outsourcing.  Martin  O’Neill,  chairman  of  the  House  of  Commons 
Trade  and  Industry  Committee,  says  he  was  expecting  the  issue  to  come  up  at 
a  November  hearing  the  committee  scheduled  on  the  IT  industry,  but  the  com¬ 
mittee  has  no  plans  to  address  the  issue  directly. 

Nigel  Roxburgh,  cofounder  of  the  National  Outsourcing  Association,  says 
parliamentary  action  is  less  likely  in  London  than  in  the  United  States.  “Employ¬ 
ment  laws  are  very  different  here  and  already  protect  employees  to  a  larger  degree 
than  in  the  U.S.,”  Roxburgh  adds.  For  example,  European  Union  law  requires 
employers  such  as  HSBC  to  negotiate  separation  payments  and  end-of-work 
dates  with  workers.  Regardless,  union  leaders  say  they  stand  ready  to  fight. 

-Laura  Rohde 


FBI  IT  Modernization  Woes  Index 


Decade  in  which  much  of  the 
FBI’s  IT  systems  were  rolled 
out:  1980s. 

Number  of  IT  modernization 
projects  the  FBI  planned 
between  2002  and  2004: 51. 

Money  allocated  to  pay  for 
these  projects:  $1.5  billion. 


Reason  why  government 
agencies  must  establish  an 
enterprise  architecture: 

Required  by  1996 
Clinger-Cohen  Act. 

First  time  (in  the  past  two 
and  a  half  years)  government 
cited  FBI’s  lack  of  an  enter¬ 
prise  architecture:  July  2001. 


Number  of  subsequent 
reports  citing  lack  of  an 
enterprise  architecture:  4. 

Date  of  most  recent  report: 

September  2003. 


SOURCE:  United  States  General  Accounting 
Office  report  to  Congress.  "FBI  Needs  an 
Enterprise  Architecture  to  Guide  Its  Modern¬ 
ization  Activities."  September  2003 
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Oracle  Makes  Linux 

Unbreakable 


Everyone  knows  Linux  costs  less 
Now  it's  faster  and  more  reliable  too 


oracle.com/linuxfaster 
or  call  1.800.633.0546 


Copyright  ©  2003,  Oracle  Corporation.  All  rights  reserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affiliates.  Other  names  may  be  trademarks  of  their  respective  owners. 
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Why  Software  Quality  Stinks 


SOFTWARE  STILL  STINKS.  What’s  more,  accord¬ 
ing  to  a  recent  survey,  it  may  not  get  better  until 
attitudes  change — from  the  top  down.  The  Cut¬ 
ter  Consortium,  an  Arlington,  Mass.-based  IT 
consulting  and  advisory  service,  recently  sur¬ 
veyed  more  than  150  software  development 
organizations  across  several  industries  (com¬ 
puter  software,  financial  services,  education  and 
more)  and  found  that  38  percent  of  develop¬ 


ers  said  their  companies  do  not  have  an  ade¬ 
quate  software  quality  assurance  program.  A 
startling  31  percent  said  their  companies  had 
no  quality  assurance  personnel  at  all.  In  spite  of 
this,  the  perception  among  developers  is  that 
most  senior  managers  are  satisfied  with  the 
quality  of  software  that  their  companies  are 
producing.  It’s  time  for  senior  management  to 
provide  visible  support  for  software  quality. 


There  isn’t  any  software  quality  assurance... 


Best  Practices 

If  your  organization  doesn’t  have 
a  software  quality  team  in  place, 
follow  these  five  steps  to  get  an 
effective  group  up  and  running. 

IGet  support  from  senior 
management.  If  developers 
know  that  a  CIO,  CTO  or  CEO 
is  backing  the  software  quality 
assurance  manager,  they’ll  be  more 
likely  to  produce  cleaner  code.  Get 
the  attention  of  executives  by 
connecting  software  quality  to  the 
bottom  line. 


We  do  not  have  an  adequate 
software  quality  assurance  program. 

We  leave  issues  of 
quality  to  the  very  end. 

3 

We  do  not  have  any 
software  quality  problems. 

17% 

38% 


...because  the  people  at  the  top  don’t  care... 


Senior  management  is 
unhappy  with  the  quality 
of  our  software. - 


Senior  management  does  not  — 
discuss  issues  of  software  with 
our  development  organization. 


Senior  management 
believes  that  the  quality  of 
our  software  is  reasonable 
but  needs  improvement. 


Senior  management 
believes  that  we  produce 
high-quality  software. 


2  Establish  a  quality  organiza¬ 
tion  (with  processes,  staff 
and  an  experienced  man¬ 
ager).  You  may  be  able  to  form  a 
group  from  in-house  staff;  however, 
E.M.  Bennatan,  senior  consultant  at 
the  Cutter  Consortium,  says  having 
an  experienced,  strong  quality 
manager  is  vital.  "You  need  some¬ 
one  who  has  spent  a  few  years  in 
the  trenches  and  has  gotten 
products  out  the  door,”  he  says. 

3  Train  developers  too.  Don’t 
save  quality  training  just  for 
the  quality  assurance  group. 
Developers  will  pay  closer  attention 
to  quality  issues  if  they  know  what 
to  watch  out  for. 


...and  precious  few  are  responsible  for  quality 


We  have  a  software  quality  assurance 
team  that  is  involved  in  most/all  projects. 

We  have  no  SQA  professionals 
in  our  organization. 

31% 

We  have  integrated  SQA  team 
members  in  each  project. 

29% 

We  have  an  SQA  manager 
responsible  for  most/a  if  projects. 

25% 

36% 


SOURCE:  Cutter  Consortium.  "Software  Quality  Management  Best  Practices" 


4  Listen  to  your  customers  (or 
user  group).  Get  customers 
involved  in  the  development 
process.  Offer  them  a  beta  version 
of  software  to  test.  "Their  feedback 
is  invaluable,”  says  Bennatan. 


5  Collect  metrics.  I  he  quality 
process  should  be  data- 
driven,  according  to  Ben¬ 
natan.  Demonstrate  that  the  quality 
of  your  products  is  improving. 
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The  lawyers  go  for  your  data  backups  first.  VERITAS,  the  leader  in  data  backup, 
now  provides  integrated  archiving  and  retrieval.  Years  of  data,  just  clicks  away. 
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H 

You  do  a  million  1 
things  a  day 
without  crashing. 
Why  can’t  your 
computer? 


You  spend  time  and  energy  making  sure  you  hire  and  keep  the  best  performing  employees  out  there.  So  how 
can  you  make  sure  that  their  computers  will  keep  up?  With  PCs  that  were  designed  to  reduce  costly  downtime. 

Our  Rapid  Restore™  feature  lets  users  instantly  begin  to  restore  previously  saved  data  in  case  of  a  virus  attack. 
And  an  Intel  Pentium  4  Processor  with  HT  Technology  on  select  ThinkCentre™  PCs  keeps  things  running  smoothly 
while  multiple  applications  run  simultaneously.  Little  things  that  can  prevent  a  lot  of  headaches  -  and  save  a  lot  of 
billable  hours.  To  learn  more,  visit  ibm.com/pc/think 

Think  performance  ThinkCentre" 

ThinkPad' 


ThinkVision™  V,  | 

. '  'i 
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WIRELESS  SYSTEMS 

Paris  Hot 
Spots 

IMAGINE  NIBBLING  ON  A  CROISSANT  in  a 

Paris  cafe,  looking  out  onto  the  ancient 
Notre  Dame  cathedral,  all  while  surfing  the 
Net  on  your  wireless  laptop  to  look  for  a 
good  lunch  spot.  Or  window  shopping  on 
the  Champs-Elysees  while  checking  e-mail 
on  your  PDA. 

That’s  the  vision  of  Pierre  Marteau,  direc¬ 
tor  of  Telecite,  the  telecom  unit  of  the  RATP, 
the  agency  that  operates  the  Paris  metro.  In 
April,  the  RATP,  along  with  partners  Cap 
Gemini  Ernst  &  Young  and  Cisco  Systems, 
installed  a  dozen  silver  Wi-Fi  antennae  out¬ 
side  subway  stations  along  a  north-south 
bus  line,  hoping  to  one  day  create  a  giant 
network  of  Parisian  hot  spots. 

The  Telecite  project  offers  Wi-Fi  service 
to  anyone  with  a  wireless  laptop  or  PDA 
along  the  bus  line  number  38,  which 
stretches  4.4  miles  from  the  Gare  du  Nord 
in  the  north  of  the  city,  to  the  southern  Porte 
d’Orleans.  Users  can  wirelessly  access  the 
Internet  from  cafes,  restaurants,  the  side¬ 
walk  and  even  inside  some  apartments. 
After  a  four-month  test  period,  two  Paris 
Wi-Fi  operators,  Wifispot  and  Wifix,  are 
now  offering  the  service  for  30  euros  to 
50  euros  (roughly  $35  to  $58)  a  month. 
And  several  more  telecom  operators  are  get¬ 
ting  ready  to  offer  Wi-Fi  (which  the  French 
pronounce  “wee-fee”)  along  the  network. 

Parisians  aren’t  Wi-Fi  fanatics  just  yet. 
During  the  trial  phase  from  April  1  to  Sept. 
1,  only  424  signed  up  as  regular  users.  One 
of  those,  Jean-Antoine  Enrile,  42,  a  finan¬ 


cial  consultant  who  regularly  totes  his  laptop 
through  the  city,  signed  on  for  the  Wifispot 
service  and  says  the  network  connection 
quality  is  spotty.  “The  service  works  very 
well  sometimes,  but  I  often  have  trouble  con¬ 
necting,  so  it  can  be  very  frustrating,”  says 
Enrile.  “They  need  to  work  out  the  kinks.” 

Wifispot  and  Wifix  won’t  divulge  the 
number  of  paid  subscribers,  but  they  con¬ 
cede  that  there  aren’t  many.  Europe  trails 
the  United  States  in  number  of  hot  spots, 
and  within  Europe,  France  lags  behind 
some  others  with  only  873  hot  spots  coun¬ 
trywide,  compared  with  3,505  in  Germany 
and  4,102  in  the  United  Kingdom,  accord¬ 
ing  to  Gartner.  Still,  project  leaders  and  ana¬ 
lysts  say  the  network  holds  promise.  “It  will 
take  time  for  Wi-Fi  to  catch  on  here  because 
few  Parisians  have  Wi-Fi  enabled  laptops,” 
said  Jean-Paul  Figer,  Cap  Gemini’s  CTO. 
“But  I  firmly  believe  we  will  succeed  and 
install  more  antennae  across  the  city  when 
the  time  comes.” 

The  hot  spot  market  has  lost  some  of  its 
early  gleam  as  users  have  often  been  unwill¬ 


ing  to  pay  the  price  needed  for  operators  to 
make  a  profit.  But  observers  say  the  Paris 
experiment  shows  promise  because  the  Wi¬ 
Fi  antennae  are  linked  by  an  existing  fiber¬ 
optic  network  that  runs  in  the  Paris  subway 
tunnels.  With  the  infrastructure  already  in 
place,  the  total  investment  has  been  rela¬ 
tively  modest — roughly  7,500  euros  to 
10,000  euros  (about  $8,700  to  $11,700) 
per  hot  spot. 

Even  if  Parisians  turn  up  their  noses  at 
Wi-Fi  for  the  moment,  Marteau  sees  a 
bright  future  for  the  wireless  technology  in 
the  City  of  Fight.  In  January,  he  says,  digi¬ 
tal  cameras  installed  on  line  38  buses  will 
transmit  images  using  the  Wi-Fi  network 
that  will  enable  RATP  agents  to  mail  tickets 
to  cars  blocking  bus  lanes.  And  passengers 
looking  at  display  screens  will  receive  real¬ 
time  traffic  updates.  “We  will  be  able  to  sell 
these  applications  to  other  city  services  and 
other  transportation  networks,”  Marteau 
says.  And  one  day,  he  predicts,  Intel’s  Cen- 
trino  chips  will  be  as  common  in  Paris  as 
pommes  frites.  -Susannah  Patton 


COO  VIEW 

Asked  to  name  their  top  three  priorities  in  the  past  year, 

only  36  percent  of  COOs  named  technology  upgrades.  71  percent  said 
managing  costs,  56  percent  cited  strategy,  43  percent  named  asset 
management,  36  percent  said  finding  revenue,  23  percent  said  logistics, 
22  percent  said  partnerships,  and  8  percent  listed  outsourcing  decisions. 

SOURCE:  Global  survey  of  602  COOs  In  various  industries,  conducted  by  Research  International  for  Deloitte  Consulting,  May  8-June  19,  2003 
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MICROSTRATEGY  REPORT  SERVICES™ 

MICROSTRATEGY  ANNOUNCES  A  NEW  PRODUCT  BUILT  TO  MEET  THE 
ENTERPRISE  REPORTING  NEEDS  OF  EVERYONE  IN  YOUR  ORGANIZATION 


MicroStrategy  Report  Services  makes  the  vision  of  enterprise  reporting  a  reality: 

❖  Create  desktop-publishing-quality  reports  directly  from  your  database 

❖  Distribute  personalized  reports  to  thousands  of  users  via  the  Web 

❖  Consolidate  all  your  reporting  and  analysis  on  one,  easy-to-use,  easy-to-administer  platform 


A  NEW  ERA  OF  ENTERPRISE  REPORTING  HAS  BEGUN. 


Mkrafifrafegy 

Best  In  Business  Intelligence 
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ENTERPRISE  REPORTING  CONVERGES  WITH 
BUSINESS  INTELLIGENCE 


INDUSTRIAL-STRENGTH  BUSINESS  INTELLIGENCE... 


••  MicroStrategy  Report  Services 
can  deliver  the  full  range  of 
enterprise  reports  -  from 
scorecards  and  dashboards  to 
operational  reports  -  because 
of  its  use  of  both  banded  and 
zone-based  report  layout.  ? 

Wayne  Eckerson 

Director  of  Research 

The  Data  Warehousing  Institute  (TDWI) 


5  Styles  of  Business  Intelligence 
Meet  the  Requirements  of  Any  User 

From  enterprise  reporting  that  reaches  all 
users  with  perfectly  designed  reports,  to  cube 
analysis  that  answers  basic  questions,  to  ad 
hoc  query  and  analysis  that  enables  powerful 
investigations,  to  statistics  and  data  mining 
that  applies  advanced  techniques  to  better 
understand  the  business,  to  proactive  report 
delivery  and  alerting  that  automates  continu¬ 
ous  data  scanning,  the  MicroStrategy  plat¬ 
form  meets  the  full  spectrum  of  enterprise 
requirements. 

Unparalleled  User  Scalability  Allows 
Seamless  Expansion  to  Growing 
User  Populations 

MicroStrategy  technology  was  optimized  for 
large,  diverse  user  populations.  Its  high  concurrency 
server  and  pure-Web  design  provide  the  scalability, 
interface  paradigm,  standards  and  security  for 
deployment  from  intranet  to  extranet. 


Unlimited  Data  Scalability  Ensures 
Access  to  All  Information 
MicroStrategy's  unique  ROLAP  architecture  intel¬ 
ligently  accesses  and  processes  data  straight 
from  the  RDBMS,  eliminating  data  limitations 
and  time-intensive  administration  of  competing 
technologies. 

Enterprise-Caliber  IT  Results  in 
Lower  Cost,  Higher  ROI 

MicroStrategy's  unified  backplane  services  are  a 
centralized  foundation  for  common  metadata, 
prompting,  scheduling,  administration,  privileges 
and  security  across  all  applications.  Report 
development  can  be  distributed,  while  adminis¬ 
tration,  security  and  object  management  are 
centralized.  From  optimizations  for  very  large 
databases,  to  unlimited  data  scalability,  24x7 
availability,  and  the  optimized  multi-pass  SQL 
engine,  MicroStrategy's  architecture  is  renowned 
among  IT  administrators. 


MICROSTRATEGY  DELIVERS  A  SINGLE  PLATFORM  FOR 
REPORTING,  ANALYSIS  AND  INFORMATION  DELIVERY 

From  daily  report  consumption  to  sophisticated  analytics, 
the  5  Styles  of  Business  Intelligence  meet  the  information 
management  needs  of  every  user  in  your  organization. 

Industrial-Strength  Business  Intelligence  gives  you  an 
easy-to-use  unified  Web  interface  combined  with  a  uni¬ 
fied  metadata  and  robust  security  all  with  a  scalable 
server-centric  architecture. 


THE  MICROSTRATEGY  INDUSTRIAL-STRENGTH 
BUSINESS  INTELLIGENCE  PLATFORM 
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Announcing  MicroStrategy  Report  Services 


...NOW  POWERS  ENTERPRISE  REPORTING 


Total  Control  of  Report  Layout  and 
Format 

Unlike  other  reporting  products,  MicroStrategy 
Report  Services'  modern  architecture  is  optimized 
to  deliver  both  hierarchical  banded  reports  deliv¬ 
ered  by  traditional  Windows®-based  report  writ¬ 
ers,  and  newer,  Web-oriented  zone-based  reports 
from  Web-based  report  writers.  By  simply  drag- 
ging-and-dropping  report  components, 
MicroStrategy  Report  Services  users  can  easily 
create  the  highest  quality  reports  with  complete 
formatting  flexibility. 

Secure,  Dynamic  Report 
Personalization 

Easily  deploy  reports  automatically  personalized 
to  hundreds  of  thousands  of  users.  In  addition, 
automatic  user-prompt  wizards  allow  individu¬ 
als  to  personalize  their  own  reports. 
Administrators  set  security  filters  centrally  for 
secure  information  filtering,  for  every  individual, 
consistently  across  all  applications. 


High-Volume  Enterprise  Report 
Generation 

With  a  proven  report  generation  of  80,000 
personalized  reports  per  hour,  MicroStrategy 
delivers  the  highest  report  throughput  to  any 
channel  including  Web,  networked  printers, 
email,  file  servers  and  portals.  Administrators 
or  users  themselves  can  specify  scheduled  and 
event-based  report  delivery. 

Complete  View  of  Enterprise  Data 
Assets 

From  human  resources  to  finance  to  supply 
chain  applications  sourced  from  ERP  applica¬ 
tions  like  SAP®  and  other  operational  systems, 
MicroStrategy  leverages  the  breadth  of  corpo¬ 
rate  data  assets  to  provide  the  complete  view 
of  the  business.  With  more  than  200  built-in 
functions  and  advanced  statistical  techniques, 
MicroStrategy  extends  analytic  sophistication 
to  all  users. 


66  We  evaluated  MicroStrategy 
Report  Services  and  we're 
very  excited  about  this  new 
product  due  to  its  out-of-the- 
box  ability  to  generate  pixel- 
perfect  reports,  allowing  us 
to  distribute  large  volumes  of 
critical  business  data  in  an  easy 
to  consume  format  to  our 
executives,  managers  and 
large  user  community.  ^ 

Artur  Guterres 

Chief  Information  Officer  (CIO) 

Banco  Espirito  Santo 


MICROSTRATEGY  REPORT  SERVICES  COMBINES  THE  BEST  OF 
CURRENTLY  AVAILABLE  REPORT  WRITING  PRODUCTS. 
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WEB-BASED  REPORT  WRITERS 

•  Zone-based  report  writing 

•  Web-based  report  viewing 


MICROSTRATEGY  REPORT  SERVICES 

•  Combination  of  Web-  and  Windows-  based 
report  design  techniques  results  in  complete 
report  design  freedom 

•  Comprehensive  delivery  options:  Web, 
networked  printers,  email,  file  servers 
and  portals 

•  Integration  into  full  Business  Intelligence 
platform,  providing  comprehensive  reporting 
and  analysis,  as  well  as  low  cost  administration 


WINDOWS-BASED  REPORT  WRITERS 

•  Hierarchical  banded  report  writing 

•  Multi-page  report  printing 


Now  Produce  All  These  Reports  with 
MicroStrategy  Report  Services: 


Scorecards  and  Dashboards:  Designed  for 
visual  impact,  these  reports  show  a  distilled 
view  of  the  business. 

Managed  Metrics  Report:  With  a  quantita¬ 
tive  focus,  these  reports  comprise  lists  of  metrics 
or  process-driven  tabular  views  of  the  business. 

Production  and  Operational  Reports: 

Fundamental  to  production  operations,  these 
reports  detail  data  in  hierarchical  categories  or 
bands  and  can  span  hundreds  of  printed  pages. 

Invoices  and  Statements:  These  reports 

use  transaction  and  sub-transaction  level  data 
necessary  for  billing,  collections  and  customer 


jsiness  Reports:  Financial  and  other 
usiness  reporting  requires  comprehe 
t  and  electronic  form. 


Report  Design  Precision 


Special  Advertising  Section 


MicroStrategy  Report  Services  Sets  the  Standard  for 
Enterprise  Reporting 


By  incorporating  the  strengths  of  existing  report  writing  products  with  the  power  of  the  only  industrial- 


strength  business  intelligence  platform,  companies  can  now  enter  the  new  era  of  enterprise  reporting. 


NOW  ONE  PLATFORM  MEETS  ALL  OF  YOUR  REPORTING,  ANALYSIS  AND  INFORMATION  DELIVERY  NEEDS 


With  MicroStrategy  Report 
Services,  the  vision  of  true 
enterprise  reporting  is  a  reality. 
Now  you  can  create  desktop¬ 
publishing-quality  reports, 
directly  from  any  enterprise 
database.  Securely  distribute 
personalized  reports  to  anyone 
inside  or  outside  your  organiza¬ 
tion.  All  on  a  single,  easy-to- 
use,  easy-to-administer  enter¬ 
prise-caliber  platform. 


Visit  www.microstrategy.com/er  to  learn  more  about  MicroStrategy  Report  Services  and  to  order  your  FREE  copy  of  our 
16-page  book  illustrating  the  many  advantages  of  report  writing  with  MicroStrategy,  including  reporting  and  analysis 
on  a  unified  Web  interface,  high  throughput  and  analytic  scope,  and  the  ability  to  deliver  any  report  imaginable. 

See  why  over  2,000  enterprise-class  customers  rely  on  MicroStrategy  for  all  of  their  business  intelligence  needs. 
Order  a  FREE  evaluation  copy  of  MicroStrategy  7i  today. 

Go  to  www.microstrategy.com/er 


This  product  is  patented.  One  or  more  of  the  following  patents  may  apply  to  the  product  sold  herein:  US  Patent  Nos.  6,279,033,  6,269,393,  6,263,051, 
6, 1 73,310,  6,154,766,  6,260,050,  6,501,832,  6,567,796,  6,587,547.  Other  patent  applications  are  pending.  MicroStrategy,  MicroStrategy  Business 
Intelligence  Platform  and  MicroStrategy  7i  are  either  trademarks  or  registered  trademarks  of  MicroStrategy  Incorporated  in  the  United  States  and  certain 
other  countries.  Other  product  and  company  names  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


MicroStrategy  Incorporated  •  1861  International  Drive  McLean,  VA  22102  •  703.848.8600  •  www.microstrategy.com 


CIO  Perspectives0  Conference 

April  18  -  20, 2004  La  Costa  Resort  &  Spa  Carlsbad,  California 

Spend  a  few  thought-provoking  and  enlightening  days  with  your  CIO  peers. 


Mastering  the  Politics,  Policies  and  Technologies 


The  high-performance,  technology-enabled,  global,  seamless  and 
secure  organization:  that’s  the  goal  of  every  CIO.  Overthe  past  few 
years,  hardware  and  network/telecom  costs  have  lowered  considerably,  and  the 
enterprise  software  industry  continues  to  mature.  We’ve  spent  considerable  time  and 
money  re-engineering  and  streamlining  business  processes,  “right-sizing”  our  staff 
and  organizations,  leveraging  our  customer  information  and  analyzing  our  vulnerabili¬ 
ties.  But  we’re  still  not  there.  We  haven’t  won  the  IT  value  argument  with  management, 
and  our  users  continue  to  give  us  low  marks.  So,  what’s  holding  us  back?  We’ll  exam¬ 
ine  the  roadblocks  that  internal  and  external  politics,  policies  and 
technologies  are  throwing  at  us,  and  learn  what  actions  we  can 
take— individually  and  collectively— to  overcome  them. 


Discussion  topics  include: 

•  Standards:  What  are  the  high  stakes  battles  and  how  will  the  outcome 
shape  products  and  services? 

•  Open  source:  Is  the  current  litigious  environment  seriously  hurting  the 
adoption  of  Linux? 

•  Software  quality:  The  complaints  about  the  overall  lack  of  quality  of 
major  commercial  software  are  endless.  What  can  and  is  being  done  to 
make  it  better? 


\ 


Powerful  Insights. 
Actionable  Ideas. 
Great  Networking. 

Call  800.366.0246  or  visit 
www.cio.com/conferences 


•  Technology  fear  factor:  Are  we  stifling  innovative  products  and  services 
because  CIOs  are  afraid  to  buy  from  small  firms  and  start-ups? 

•  Reality  bites:  Many  enterprise  applications  turn  into  major  disappoint¬ 
ments,  if  not  disasters.  Were  they  over-hyped?  Were  our  expectations 
unrealistic?  What  separates  winners  from  losers? 

To  be  eligible  for  CIO  Perspectives  Conference  attendance,  you  must  be  a 

CIO  or  executive-level  IT  practitioner  or  a  participating  corporate  sponsor. 


The  Resource  for 
Information  Executives 
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On  the  Move 


By  Meridith  Levinson 


Knowing  When  It’s  Time  to  Retire 


DAVID  BUTLER,  59,  was  thinking  of  head¬ 
ing  for  the  fairways  of  retirement  in  1998. 
At  the  time,  he  was  wrapping  up  a  31 -year 
tenure  with  Dow  Chemical.  But  when  he 
was  offered  a  job  as  corporate  vice  presi¬ 
dent  and  CIO  of  Whirlpool,  his  R&R 
reveries  quickly  turned  into  visions  of  his 
company’s  products  in  more 
than  80  million  homes.  Thus, 
he  postponed  his  retirement 
plans  for  another  five  years. 

Today,  Butler’s  right  on 
schedule.  His  last  day  of 
work  with  the  $11  billion 
manufacturer  was  Sept.  30, 

2003.  And  he  has  no  plans 
to  become  a  strategic  adviser 
or  join  a  corporate  board, 
though  he  has  discussed  it. 

“A  number  of  my  friends  have  done  that, 
[retired  and  then  gone  on  to  take  up  advi¬ 
sory  positions,]  and  it  turns  out  you  lose 
control  of  your  time  pretty  quickly.  Even 
though  you  can  pick  the  assignments, 
you’re  working  hard  and  living  in  a  hotel 
room  somewhere,”  he  says. 

So  what  made  this  time  different  from 
the  last  time  Butler  considered  retirement? 
Three  factors  sealed  it. 

There’s  enough  money.  Butler,  whose  kids 
are  grown,  can  afford  to  retire.  It  may  seem 
obvious,  but  one’s  financial  situation  is  the 
most  important  factor  in  determining 
retirement  timing.  Set  up  an  appointment 
with  your  financial  planner  to  see  if  you 


can  afford  to  relax  on  the  beach. 

The  time  feels  right.  “CIOs  considering 
retirement  should  ask  themselves  if  that’s 
something  they  really  want  to  do,  or  if 
they’re  only  considering  it  because  they’re 
exhausted  and  just  need  some  time  off,” 
says  Kelvin  Thompson,  an  executive 
recruiter  with  Heidrick  & 
Struggles.  For  his  part,  Butler 
is  in  the  right  frame  of  mind. 

Speaking  shortly  before  he 
left  Whirlpool,  he  said,  “I’m 
at  a  point  where  retirement 
isn’t  about  leaving  something 
but  is  something  you  go  to.” 

Missions  accomplished.  But¬ 
ler  put  off  retirement  because 
the  Whirlpool  job  offered  him 
the  chance  to  fill  a  void  in  his 
career.  Now  he’s  content  that  he’s  done  it 
all — Y2K  conversion,  the  advent  of  e-com- 
merce  and  a  particularly  challenging  global 
ERP  rollout.  Butler  says  Whirlpool  “had  to 
work  hard  to  pull  that  [ERP  project]  along, 
but  we  got  through  it.  It  has  given  us  a  ter¬ 
rific  platform  for  managing  a  very  complex 
business  going  forward.  I  wouldn’t  wish  to 
go  through  that  six-month  period  again, 
but  I’m  glad  we  got  it  behind  us.” 

It’s  better  to  finish  with  big  jobs  done, 
says  Thompson:  “Handing  over  a  major 
project  [in  progress]  to  a  successor  is  a  route 
for  disaster.  If  a  project  is  coming  to  a  close, 
that’s  a  good  time  to  move  on.”  Butler 
adds:  “I  don’t  know  that  I  would  retire  if  I 


Don’t  Wait  to 
Groom  a  Successor 

SOON  AFTER  HE  JOINED  Whirlpool,  David 
Butler  says  he  began  thinking  about  succession 
planning.  “One  of  the  key  responsibilities  of  a 
leader  is  to  make  sure  they  are  building  an 
organization  of  leaders,”  he  says. 

Butler  learned  the  importance  of  succession 
planning  in  one  of  his  first  supervisory  roles  at 
Dow  Chemical.  His  manager  at  the  time  told  him: 
"To  continue  to  grow  in  this  organization,  you’ve 
got  to  be  able  to  assume  the  next  job,  and  you've 
got  to  have  someone  clearly  ready  to  do  your  job.” 

What  fol  lows  are  Butler's  tips  for  finding  and 
grooming  successors,  based  on  Whirlpool’s  own 
succession  planning  process. 

1.  Start  looking  early  on. 

2.  Identify  people  who  are  risk-takers,  but 
who  also  demonstrate  integrity,  interper¬ 
sonal  skills  and  a  desire  to  learn  and  grow. 

3.  Zero  in  on  what  further  development 
potential  successors  would  need  to  assume 
the  CIO  role. 

4.  Inform  potential  successors  that  they  are 
candidates,  and  that  if  they  continue  their 
development,  they  would  be  considered  for 
the  job. 

5.  Share  your  recommendations  on  potential 
successors  with  the  executive  committee. 

felt  we  were  in  the  middle  of  a  mess.” 

And  indeed,  Butler  feels  he’s  leaving 
Whirlpool’s  IT  department  in  good  shape 
with  his  successor,  Esat  Sezer,  who’s 
worked  for  the  Benton  Harbor,  Mich.- 
based  manufacturer  since  August  2001. 
(For  succession  planning  tips,  see  “Don’t 
Wait  to  Groom  a  Successor,”  above.) 

Sezer  says  the  25-month  transition  gave 
him  “incremental  responsibilities,  exposure 
to  different  parts  of  the  organization  and 
leadership  mentoring  and  coaching.” 

“When  a  person  can  do  a  job  as  well  or 
even  better  than  me,  it’s  clear  that  this  is 
the  time  for  me  to  retire,”  Butler  says. 


Among  those  recently  promoted  to  CIO:  Richard  Mozack  at  The  Spiegel  Group,  * 
who  was  vice  president  of  application  development;  John  M.  Cooper  of  Ameri¬ 
can  Ecology,  where  he  was  IT  director;  Steve  Phillips  at  Gateway,  who  was  vice 
president  of  IT;  and  Thomas  K.  Sneed  of  Marathon  Oil,  where  he  was  an  IT  manager. 
Also  elevated:  Daniel  J.  Connors,  acting  CIO  at  Kinko’s,  was  named  executive  vice  pres¬ 
ident  and  chief  administrative  officer.  For  more  news  of  who,  what  and  where,  see  our 
regularly  updated  online  column  “Movers  &  Shakers"  at  www2.cio.com/movers. 
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IT’S  ONLY  AN  INCH  OF  MOVEMENT, 
BUT  A  NOD  IS  HARD  TO  DO. 


It’s  a  commitment:  to  a  project,  to  a  mission, 
to  the  direction  of  a  company. 

With  our  Associates  on  your  project,  with  their  skills  and  experience 
You  feel  freer  to  make  those  commitments. 

You  feel  freer  to  move  that  inch. 


Were  Resources  Connection. 
We  create  value  for  clients  by 
lelping  them  execute  their 
strategies  more  cost-effectively. 
We  began  as  part  of  a  Big  Four 
firm;  now  we  are  independent 
md  publicly  traded.  Our 
heritage  attracts  the  best  project 
specialists,  veterans  of  the  Big 
Four  firms  and  FORTUNE  500K 
companies  -  so  they  know  how 
it  feels  to  give  that  nod. 


RESOURCES 


Get  thieve  with  people  who  have  been  there  before. 
Finance  and  Accounting,  HR,  IT,  Internal  Audit  and  Supply  Chain 


800-900-1131 

resourcesconnection.com 
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TOYS 


some  razzle-dazzle.  Dolls, 
action  figures  and  board 
games  don’t  cut  it  anymore, 
Cardinale  says.  Shopping 
for  these  kids  means 
turningto  music,  fashion, 
sports  and  the  Internet, 
starting  as  early  as  age 
8.  Karaoke 
machines,  like 
the  products  by 
The  Singing 

Machine  (right)  will  sell  well  to 
the  tween  market  this  season,  along 
with  media  products  such  as  candy- 
colored  DVD  players  and  boom  boxes 
and  video  game  systems  such  as 
Microsoft’s  Xbox. 

And  old  standbys  such  as  Monop¬ 
oly  and  Scrabble  from  Hasbro  are 
getting  digital  updates  with  CD  and 
handheld  versions  (left  and  right). 

These  refreshed 
retro  games— 


The  Singing  Machine 


MOftSPOLY, 


particularly  from  the  '50s  and  '60s— 
are  also  a  hot  trend  influenced  by  baby 
boomers'  nostalgia  fortheir  childhood 
and  the  collectibles  market.  Don’t 
worry,  though— there  are  still  24 
shopping  days  left. 

-Cate  Coulacos  Prato 


12  Computer  Chips  A-Buzzing 


ONE  THING  IS  close  to  certain 
about  this  holiday  season's  hot 
toys:  They  will  come  with  com¬ 
puter  chips  and  run  on  batteries. 

About  seven  of  10  infant  and 
preschooler  toys  made  today  are 
electronic,  calculates  the  Toy 
Industry  Association. 

While  products  such  as  Tickle 
Me  Elmo  and  Tamagotchi  virtual 
pets  flew  off  the  shelves  during  LeapPad 
Christmas  seasons  past,  toy 

industry  watchers  expect  this  year’s  shoppers  to  be  in  a  mood  to 
learn.  We’re  more  likely  to  see  educational  electronics  such  as 
LeapPad  (above),  an  interactive  book  that 
sounds  out  words  and  plays  games  with 
children,  rack  up  sales,  says  Maria 
Weiskott,  editor  in  chief  of  the  trade  publi¬ 
cation  Playthings  magazine. 

Diane  Cardinale,  a  Toy  Industry  Associa¬ 
tion  spokesman,  says  gizmos  that  beep, 
flash  and  buzz  (and  promise  educational 
value)  tug  at  parents  of  diaper-clad  kids. 
KidzMouse  (left),  for  example,  makes 
brightly  colored  computer  mice 
ergonomically  designed  for  kids  as 
young  as  two,  while  Neurosmith  offers  an 
electronic  shape-sorter  for  babies  that 
purports  to  teach  children  Japanese. 
KidzMouse  Children  between  the  ages  of  9  and 

12,  known  as  "tweens,"  also  require 


This  Date  in 


The  Altair  8800 
Starts  a  PC  Wave 

1974  The  Altair  8800,  the  first  PC  (or 
microcomputer  as  it  was  known  then),  is 
available  for  sale  on  Dec.  19,  from  MITS,  a 
company  based  in  Ed  Roberts'  Albuquerque, 
N.M.,  garage.  The  expandable  machine,  which 
uses  an  Intel  8080  CPU  and  sports  switches  and 
lights  (but  no  keyboard),  costs  about  $400 
unassembled.  Assembled,  it  runs  $498— but 
you  have  to  wait  weeks  to  receive  it. 

The  Altair  8800  would  become  a  sensation 


among  computer  enthusiasts  after 
a  January  1975  article  in  Popular 
Electronics  magazine,  which  ~ 

spurred  thousands  of  orders  in  that  first  month. 
After  reading  about  the  computer,  two  Harvard 
students  named  Bill  Gates  and  Paul  Allen  use  a 
PDP-10  computer  to  create  a  version  of  the 
Basic  programming  language  for  the  Altair  and 
interest  Roberts  in  selling  it.  Gates  and  Allen 
would  move  to  New  Mexico  and  set  up  a 
company  they  called  Micro-Soft. 

Back  to  the  Altair.  Popular  Electronics  had 
been  lookingto  publish  an  article  about  building 
a  home  computer  when  Roberts  came  along 


Altair  8800 


with  a  design  that  worked. 
According  to  legend,  the 
computer’s  name  came 
from  a  Star  Trek  episode.  The  crew  of  the 
Enterprise  was  headed  in  the  direction  of  the 
Altair  star  when  Les  Solomon,  technical  editor  at 
Popular  Mechanics,  asked  his  12-year-old 
daughter  what  to  call  the  MITS  computer.  "Why 
don’t  you  call  it  Altair?  That’s  where  they’re 
going  this  week,"  she  said.  Beats  the  other 
alternative— the  PE-8,  which  is  what  Roberts 
had  in  mind.  -Michael  Goldberg 

SOURCES:  Wikipedia.  PC-History.org.  Old-Computers. com 
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SyncMaster  1*2 1 


Super-bright,  razor-sharp  19"  . 

analog/digital  TFT/PVA  display 

Unique  dual-hinge  base  allows 
up  to  90°  tilt  for  optimal  ergonomics 

1280  x  1024,  Xtrawide™  1707170° 
viewing  angle,  VESA®  wall-mountable  base 

World’s  leading  manufacturer 
of  TFT-LCD  displays 


1  |  How  do  you  become  the  nation’s  foremost 

JlUJL  :  business  magazine?  With  unparalleled  vision 

and  absolute  clarity.  That’s  why  Forbes  chose  to  utilize  displays  from 
Samsung  —  the  world’s  leading  manufacturer  of  TFT-LCD  displays. 
And  with  technology  like  the  new  SyncMaster  192T,  the  tradition  of 
excellence  continues  with  the  truest  color  reproduction,  sharpest 
imaging  and  smartest  overall  investment.  Together  with  Samsung, 
there’s  an  even  brighter  future  for  publishing  and  beyond. 


fisit  www.samsungusa.com 


Add  vision.  Add  possibility.  Add  Samsung. 


AMSUN 


152003  Samsung  Electronics  America,  Inc.  Screen  images  are  simulated. 
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r  High 
Performance: 

Extremely 
responsive  to  the 
most  demanding 
business 
applications.  A 


Longer 
Battery  Life 

Power-conserving 
technology 
enables  extended 
battery  life. 
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The  Unwired  Office 

starts  here. 

The  promise  of  a  truly  wireless  workforce 
is  being  fulfilled.  Because  Intel*  Centrino  mobile 
technology  delivers  unprecedented  levels  of 
mobility  for  your  users  and  easier  deployment 
for  you.  Intel  is  working  with  other  industry 
leaders  to  make  wireless  networking  not  only 
reliable,  but  secure.  And  Intel  continues  to 
work  closely  with  Cisco  to  extend  Intel  Centrino 
mobile  technology’s  ability  to  support 
enhanced  wireless  security  protocols*  Now 
you  can  do  something  the  whole  office 
will  thank  you  for.  Unwire.  For  all  the  details, 
go  to  intel.com/unwire. 


©2003  Intel  Corporation.  Intel,  Intel  Inside  and  the  Intel  Centrino  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States 
and  other  countries.  Other  names  and  brands  may  be  claimed  as  the  property  of  others.  All  rights  reserved.  System  performance,  battery  life,  wireless 
performance  and  functionality  will  vary  depending  on  your  specific  hardware  and  software  configurations  See  http:/ 'www.intel.com/products/centnno/more  . info 
for  more  information.  'Some  security  solutions  may  not  be  supported  by  your  PC  manufacturer.  Check  with  your  PC  manufacturer  for  details  on  availability. 
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Field-Tested  Ideas  from  CIOs  for  CIOs 
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Real-Time 
One  Domino 
ataTime 

Real-time  data  can  prevent  large  distortions  in  product 
demand  forecasts.  But  as  Network  Services’  CIO 
learned,  it  is  not  somethingthat  can  happen  all  at  once. 

BY  MIKE  HUGOS 

MY  COMPANY,  NETWORK  SERVICES  CO.,  is  getting  ready  to  start 
working  on  its  next  four-year  strategic  plan.  The  “real-time”  or 
“agile”  enterprise  is  sure  to  come  up  as  a  topic  of  conversation. 
This  has  been  an  ongoing  discussion  in  the  company  since  our 
last  strategic  planning  exercise,  when  we  were  urged  by  consult¬ 
ants  to  implement  a  real-time  supply  chain  and  order  manage¬ 
ment  system.  It  was  a  tempting  scenario,  and  let  me  explain  why. 

Network  Services  is  a  distributor.  It  provides  products  and 
supply  chain  services  to  companies  that  need  food  service  dis¬ 
posables,  janitorial  and  sanitary  supplies,  and  printing  paper. 
We  serve  customers  such  as  Baskin-Robbins,  Premier  Health 
Care  and  Starbucks.  We  sell  products  from  manufacturers  such 
as  Georgia-Pacific,  Rubbermaid,  S.C.  Johnson  and  Solo  Cup. 
As  distributors,  we  are  the  humble  middlemen  who  serve  both 
ends  of  the  supply  chain. 

Twenty  years  ago,  we  called  what  we  did  “sellin’,  ware¬ 
housin’  and  truck  drivin’.”  Now  we  get  to  call  what  we  do 
“supply  chain  management.”  I  am  ever  so  grateful  to  have 
such  a  fine  phrase  to  use  when  people  at  a  party  ask  me  what 
my  company  does.  But  even  though  the  name  has  changed, 


the  realities  of  what  we  do  have  not  changed  that  much. 
Change  takes  time.  We  learned  this  lesson  very  clearly  in  our 
last  strategic  planning  exercise.  It  was  the  fall  of  1999,  and  we 
had  Arthur  Andersen  working  with  us  to  facilitate  and  guide 
our  strategy  sessions. 

Under  Arthur  Andersen’s  tutelage,  we  discussed  what  it 
would  be  like  to  detect  changes  in  customer  demand  more 
quickly  and  react  faster  than  our  competition.  We  enthused 
over  the  possibilities  inherent  in  tracking  business  processes  as  £ 

u_ 

they  happen.  We  saw  how  we  could  fine-tune  our  operations,  £ 
maximize  our  efficiencies,  lower  our  costs  and  increase  inven-  § 
tory  turns. 

In  the  supply  chain  world  that  we  distributors  live  in,  the  key  “ 

O 

to  success  is  to  find  ways  to  counteract  the  distortion  in  the  5 

C£L 

supply  chain  known  as  the  “bullwhip  effect.”  It  occurs  when  £ 
small  fluctuations  in  product  demand  by  the  customers  at  the  ^ 
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You  did  everything  right,  but... 
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your  IT  spending  isn't  aligned  with  the  business  strategy, 

you've  failed  the  company. 


Your  job  has  moved  beyond  just  technology — you 
need  to  embrace  your  company's  overall  business 
objectives.  Primavera  can  help.  For  20  years,  we've 
been  working  toward  the  ultimate  project  portfolio 
management  solution. 

Our  software  helps  you  prioritize  your  entire  project 
portfolio,  so  you  can  optimize  people,  projects,  and 
processes  to  stay  focused  on  business  goals. 


We  saved  a  Fortune  1 00  company  $1  5  million 
in  nine  months.  How  much  can  we  save  you? 

To  estimate  your  company's  potential  savings  with 
our  convenient  online  ROI  Calculator,  visit: 

www.primavera.com/ppm 


Peer  to  Peer 


front  end  of  the  supply  chain  get  distorted  as  the  information 
is  transmitted  back  up  the  supply  chain.  The  result  is  larger 
and  larger  swings  in  product  demand. 

All  members  of  the  supply  chain  feel  the  costs  of  the  bull- 
whip  effect.  Manufacturers  add  extra  production  capacity  to 
satisfy  an  order  stream  that  is  much  more  volatile  than  actual 
demand.  Distributors  carry  extra  inventory  to  cover  the  vari¬ 
ability  in  order  levels.  Transportation  and  labor  resources 
increase  because  extra  capacity  is  needed  to  handle  the  periods 
of  high  demand  and  then  sit  idle  during  periods  of  low  demand. 

A  synchronized  supply  chain  that  could  dampen  down  or 
eliminate  the  bullwhip  effect  is  based  on  a  constant  flow  of 


accurate  sales  information  from  the  companies  at  the  front  of  the 
chain  to  all  other  companies  in  the  supply  chain.  This  informa¬ 
tion  sets  the  rhythm  that  the  other  companies  should  move  to. 

However,  it  is  one  thing  to  provide  customers  and  manu¬ 
facturers  with  summary  reports  three  months  after  the  end  of 
the  last  quarter.  It  is  another  thing  entirely  to  provide  people 
with  daily  data  that  is  both  highly  specific  and  very  accurate. 
This  is  sensitive  stuff.  As  our  CEO  says,  “It’s  only  a  matter  of 
time  before  some  company  turns  it  against  you.” 

The  second  thing  we  discovered  is  that  using  real-time  data 
and  being  truly  agile  requires  a  high  degree  of  internal  coordi¬ 
nation  between  departments.  Different  areas  of  the  company 
often  have  conflicting  goals.  Inventory  managers  are  motivated 
to  reduce  inventory.  Salespeople  are  motivated  to  sell  every¬ 
thing  they  can  to  the  customers.  Credit  people  are  motivated  to 
prevent  sales  that  could  result  in  hard-to-collect  or  impossible- 
to-collect  customer  invoices.  Senior  management  has  to  create 
complementary  incentive  plans  for  all  these  groups,  and  then 
each  group  needs  to  understand  the  perspectives  of  the  others 
in  order  to  coordinate  effectively.  That’s  a  tall  order. 

We  realized  that  taking  our  vision  of  the  real-time,  agile 
company  from  dream  to  reality  was  not  something  that  could 
be  done  all  at  once.  It  was  not  just  a  matter  of  installing  some 
software  and  teaching  people  how  to  start  up  the  system.  That 
would  actually  be  the  easiest  part.  The  hard  part  would  be 
learning  new  ways  to  do  our  jobs  based  on  what  real-time  sys¬ 
tems  and  data  can  do  for  us.  A  sudden  flood  of  data  would  not 
make  us  any  more  efficient  until  we  learned  what  to  do  with  it. 

As  it  turned  out,  our  budget  constraints  at  the  time  actually 
worked  in  our  favor  because  they  prevented  us  from  embark¬ 


ing  on  a  heroic  but  ill-conceived  and  hugely  expensive  ERP  or 
e-commerce  project.  They  helped  us  see  the  wisdom  of  using  the 
“crawl,  walk,  run”  approach  as  the  best  way  to  move  toward 
the  real-time  enterprise. 

In  2000,  we  built  and  rolled  out  the  first  version  of  a  suite  of 
e-commerce  and  supply  chain  management  systems,  and  we 
have  been  enhancing  and  extending  them  each  year  since.  These 
systems  collect  and  move  data  such  as  purchase  orders  and 
invoices  between  our  customers,  our  suppliers  and  us.  They 
move  data  using  batch  cycles  that  happen  every  15  minutes  to 
two  hours.  Using  these  batch  cycles,  it  is  relatively  cheap  and 
easy  to  electronically  exchange  data  between  our  systems  and  the 

systems  of  the  companies  we  work  with. 

Using  these  batch  cycles  during  the 
past  three  years,  we  have  deployed  sup¬ 
ply  chain  systems  that  provide  daily, 
updated  sales  history  information  and 
make  it  available  over  the  Web.  We  and 
our  customers  can  now  monitor  sales 
activity  by  customer  location,  product 
and  manufacturer  during  any  time  period  from  one  day  to 
three  years.  This  data  has  become  critical  to  us  and  to  our  cus¬ 
tomers  for  planning,  negotiating  and  managing  procurement 
activities.  We  are  starting  to  share  this  daily  sales  data  with 
some  manufacturers  too.  There  are  issues  of  trust  and  confi¬ 
dentiality  (as  in  noncompete  and  nondisclosure  agreements)  to 
be  worked  out  with  each  manufacturer  when  we  share  this 
data.  It  takes  time,  but  it  is  happening. 

Our  customers  are  learning  to  use  the  data  to  plan  their  pur¬ 
chases  and  negotiate  better  deals  with  us.  We  are  learning  to  do 
better  sales  forecasting  and,  in  turn,  negotiate  better  deals  with 
the  manufacturers  we  buy  from.  Operations  people  are  learn¬ 
ing  to  use  the  data  to  do  better  logistics  management.  Credit 
people  are  learning  how  to  monitor  sales  and  accounts  receiv¬ 
able  in  a  more  timely  manner.  We  are  making  progress  one 
step  at  a  time. 

So  where  are  we  now?  I’d  say  we  are  at  about  a  fast  crawl. 
For  the  past  year  or  so,  we  have  been  rolling  out  an  efficient 
transaction  processing  system  that  allows  us  to  share  five  key 
documents  (purchase  orders,  invoices,  advanced  shipping 
notices,  product  masters  and  price  books)  with  more  and  more 
of  the  companies  in  our  supply  chains.  As  this  project  pro¬ 
gresses,  it  will  bring  us  into  the  walk  phase:  the  creation  of 
truly  synchronized  supply  chains.  Hello  real-time,  sense-and- 
respond  organization — here  we  come.  Qd 


Mike  Hugos  is  CIO  of  Network  Services  Co.  in  the 
Chicago  area  and  the  author  of  Essentials  of  Supply 
Chain  Management.  He  can  be  reached  via  e-mail  at 
mhugos@nsconline.com. 


Using  real-time  data  and  being  truly  agile 
requires  a  high  degree  of  internal  coordination 
between  departments. 
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We  thought  deploying 
more  than  65  applications 
smoothly  was  everything 
we  could  ask  for.  But,  with 
Citrix,  we  also  saved  over 
$10  million  in  five  years.” 

Anthony  Lackey,  CTO 

ABM  Industries 


INFRASTRUCTURE  FOR  THE  ON-DEMAND  ENTERPRISE 

With  over  $2. 1  billion  in  annual  sales  and  more  than 
62,000  employees,  ABM  Industries  is  one  of  the 
largest  facility  services  contractors  on  the  NYSE. 
With  their  growth  came  the  increasing  need  to  get 
more  information  to  more  people  faster.  Not  easy, 
after  decades  of  accumulating  a  patchwork  of  IT 
infrastructure.  So,  like  99%  of  the  Fortune  500, 
ABM  turned  to  Citrix®  software  to  deploy 
applications  centrally  for  secure,  easy,  and  instant 
access  to  business-critical  information — anywhere, 
anytime,  from  any  device.  We  call  it  the  on-demand 
enterprise.  And  it’s  helping  over  120,000  of  our 
customers  save  money  and  reduce  IT  complexity. 

To  learn  what  Citrix  can  do  for  your  business,  call 
888-820-7918  or  visit  www.citrix.com. 
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Jack  Keen  I  Real  Value 

Practical  Counsel  for  Capturing  IT  Value 


Make  It  Clear 

Sometimes  your  business  case  stories  fall  on  the  deaf 
ears  of  executives  who  don’t  understand  IT  value, 
Here’s  how  to  ensure  your  project  requests 

won’t  be  rejected, 

BY  JACK  KEEN 

WHAT  GETS  YOUR  GOAT  THE  MOST?  How  about  the  rejection  of 
vital  IT  funding  requests  for  no  good  reason  that  you  can 
discern?  Maybe  the  doomed  proposal  was  a  crucial  systems 
infrastructure  upgrade.  Or  a  much-needed,  next-generation 
transaction  processing  system.  How  can  executive  decision¬ 
makers  reach  the  pinnacle  of  power  and  still  not  “get  it”  when 
it  comes  to  IT?  What  can  be  done  to  help  them  see  the  light? 

It  turns  out  the  answer  is:  a  lot.  What  follows  are  ways  to 
recognize  symptoms  of  IT  value  blindness,  explanations  of  why 
the  problem  occurs  and  suggestions  for  fixing  it.  The  trick  is  not 
to  try  to  change  the  decision-makers — but  rather  to  change  the 
way  you  and  your  team  are  delivering  your  message. 

Warning  signs  of  executive  IT  value  blindness  are  easy  to 
spot.  Start  with  the  age  and  background  of  the  decision-makers. 
If  these  execs  are  eligible  for  senior  citizen  discounts  at  movies 
and  restaurants,  and  have  spent  most  of  their  careers  in  capital- 
intensive  environments  (for  example,  manufacturing,  trans¬ 
portation,  utilities),  they  may  not  “get”  IT  because  they  have 
never  experienced  the  transformational  power  of  technology 
at  a  deep,  personal  level.  Another  signal  of  possible  IT  prejudice 
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is  a  fanatical  insistence  that  benefits  must  always  be  tangible  to 
“count.”  This  attitude  often  reflects  an  insecurity  about  things 
that  can’t  be  seen  or  touched.  A  third  alert  is  the  lack  of  under¬ 
standing  of  how  and  why  IT  investment  selections  are  made. 
Murky  methods  may  cover  up  foggy  ways  of  thinking  about 
technology  value. 

Once  we’ve  spotted  symptoms,  it’s  time  to  drill  down  to 
the  real  causes  of  the  problem,  such  as: 

“I  don’t  believe  it”  (rejection  of  fundamental  assump¬ 
tions).  Too  often,  what  we  believe  are  shared  givens  between 
us  and  investment  approvers  are  not.  For  example,  a  CRM 
project  request  may  assume  that  everyone  agrees  that  sales- 
force  productivity  increases  are  critical  to  the  company’s  future 
success.  But  such  an  appeal  can  fail  with  nonsales  executives. 
For  instance,  a  key  manufacturing-oriented  decision-maker 
may  believe  that  sales  depend  on  adequate  production  capac- 
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Knowledge  is  power. 


Finally,  there's  a  system  that  delivers  the  information  you  need,  when  you 
need  it  for  better  IT  business  decisions.  Blazent  software  automatically  and 
continuously  analyzes  your  enterprise-wide  IT  assets  and  resources,  telling  you  exactly  what  you  have 
and  how  much  -  or  how  little  -  it's  utilized.  Best  of  all,  Blazent  intelligence  reports  clearly  identify 
how  you  can  optimize  the  financial  performance  of  your  IT  infrastructure.  To  learn  more  about  Blazent 
IT  intelligence  software,  visit  www.Blazent.com.  Information  you  Can  act  on. 


Know  the  power  of  your  own  IT  savings! 

Call  650.286.5500  to  know  if  you  qualify  for  a  free 
30-day  optimization  assessment. 
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Jack  Keen  I  Real  Value 


ity,  not  better-informed  salespeople. 

“I  don’t  see  it”  (weak  data-to-decisions  explanations). 

Just  because  you  and  I  know  that  better  data  is  fundamental  to 
nourishing  business  success,  doesn’t  mean  others  do.  People 
tend  to  rely  for  future  successes  on  what  worked  in  the  past. 
Action-oriented  executives  (doers,  not  thinkers)  are  especially 
prone  to  this.  They  often  boast  about  the  depth  of  their  experi¬ 
ence  and  success  of  their  gut-feel  decisions.  But,  they  may  not 
intuitively  understand  how  they  or  their  subordinates  need  faster; 
better  data  in  today’s  more  complex,  rapidly  changing  world. 

“I  can’t  measure  it”  (too  soft  for  comfort).  Battle- 
hardened  senior  managers  can  be  highly  skeptical  of  any  pro¬ 


posed  benefits  that  appear  untrackable.  They’ve  seen  too  many 
mushy  promises  lead  to  project  flops.  Their  solution  becomes: 
no  measurements,  no  acceptance. 

A  number  of  remedies  can  help  you  overcome  these  IT  value 
blindness  challenges — all  within  your  control.  Read  on  for  tips 
on  how  to  appeal  to  skeptical  decision-makers. 

1.  Give  ’em  what  they  care  about.  Construct  value  messages 
that  fit  the  worldviews  of  the  purse-string  holders,  not  the  focus 
of  the  proposed  investment.  Suppose,  for  example,  that  a 
manufacturing-centric  exec  has  a  key  role  in  approving  funding 
for  a  human  resources  global  data  warehouse.  You  can  enhance 
funding  likelihood  by  casting  the  payoffs  of  the  data  warehouse 
in  terms  of  the  value  to  manufacturing,  not  to  HR.  Explain 
how  the  data  warehouse  makes  HR  more  aware  of  transfer¬ 
able  skills  within  manufacturing  operations.  Such  awareness 
accelerates  management’s  ability  to  move  production  workers  to 
areas  that  would  most  benefit  from  their  talents,  rather  than 
keeping  everyone  in  place  and  using  expensive  outside  resources 
to  fill  perceived  skill  gaps.  Net  payoff  from  this  data  warehouse: 
higher  manufacturing  output  at  a  lower  labor  cost. 

2.  Hammer  home  the  data-to-decisions  connection.  Many 
senior  decision-makers  need  help  in  clearly  understanding  how 
better  data  triggers  better  decisions  and  thus  better  business 
results.  Collect  and  use  real-world  stories  to  drive  home  your 
point.  For  example,  the  multibillion-dollar  Northeast  blackout  in 
August  2003  was  caused  by  a  lack  of  timely  data.  Reports  have 
surfaced  that  if  power  grid  decision-makers  had  known,  22  min¬ 
utes  before  disaster  struck,  that  a  total  of  eight  power  grids  were 


floundering,  not  just  two,  which  the  data  erroneously  reported, 
they  could  have  taken  steps  to  avert  this  historic  power  failure. 
Data-driven  organizations  can  overturn  entire  industries.  Look  at 
Wal-Mart’s  besting  of  Sears  and  Kmart  via  better  use  of  IT.  Con¬ 
sider  how  Capital  One  emerged  as  a  leading  credit  card  vendor 
decades  after  the  established  suppliers  began.  This  financial 
upstart  used  a  data-based,  eagle-eyed  strategy  to  track  customer 
credit  card  habits,  which  revealed  business  opportunities  that 
established  companies  never  saw. 

3.  Make  your  message  clear  and  succinct.  One  helpful 

communication  tool  is  what  I  call  a  value  ladder.  This  graphic 

device  lays  out  your  rationale  like  rungs 
on  a  ladder  and  is  read  from  bottom  to 
top.  Let’s  take  the  HR  global  data  ware¬ 
house  example  previously  mentioned.  At 
the  bottom  of  the  value  ladder  are  key 
features  of  the  investment  being  justified 
(for  example,  better  data  on  transferable 
skills  of  manufacturing  workers).  The 
next  rung  is  business  value  benefits  for  IT  or  operations  people 
(for  example,  this  data  accelerates  management’s  ability  to 
move  production  workers  to  areas  most  benefiting  from  their 
talents,  rather  than  keeping  everyone  in  place  and  using  expen¬ 
sive  outside  resources  to  fill  perceived  skill  gaps).  The  final  step 
of  the  value  ladder  is  a  senior  executive-oriented  value  statement 
(for  example,  net  payoff  from  this  data  warehouse  is  higher 
manufacturing  output  at  a  lower  labor  cost).  Each  rung  is  con¬ 
nected  with  an  arrow  pointing  upward  to  the  next  step.  Thus, 
in  one  concise  value  ladder  graphic,  the  entire  story  is  recapped, 
highlighting  benefits  for  every  key  stakeholder. 

4.  Explain  how  value  forecasts  can  be  measured  during 
implementation.  For  example,  if  customer  satisfaction  is  a  big 
part  of  your  IT  project  justification,  and  research  has  revealed 
that  decision-makers  agree  that  more  frequent  purchases  are  a 
prime  indicator  of  such  satisfaction,  explain  how  the  proposed 
system  can  capture  that  information  and  report  it  quarterly. 

More  often  than  not,  managers  don’t  “get”  IT  because  the 
value  message  in  an  IT  proposal  doesn’t  tell  it  in  words  they 
understand.  Upgrading  the  delivery  side  of  this  message  can 
do  wonders  for  getting  more  worthwhile  IT  projects  approved. 
And  that  means  more  business  success.  BE 


Jack  Keen  is  founder  and  president  of  IT  consultancy 
The  Deciding  Factor  ( www.decidingfactor.com )  and 
coauthor  of  Making  Technology  Investments  Prof¬ 
itable:  ROI  Road  Map  to  Better  Business  Cases.  He 
can  be  reached  at  jack_keen@compuserve.com. 


The  trick  is  not  to  try  to  change  the  decision¬ 
makers— but  rather  to  change  the  way  you  and  your 
team  are  delivering  your  message. 
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i/Vhat  Bartleby  the  Scrivener 
:an  teach  you  about  Bob  the 

sales  guy. 

Can  you  see  it? 


I 


David  Snowden,  IBM  cross-industry  human  behaviorist 


You  may  remember  the  1853  Herman  Melville  story  about  a  clerk  named 
Bartleby.  One  day  he  simply  refused  to  do  what  was  asked  of  him. 

“I  would  prefer  not  to,”  he  replied,  to  that  request  and  all  subsequent 
ones  —  thereby  confounding  his  boss  and  alienating  his  coworkers. 

It’s  the  human  factor.  And  it’s  critical  to  your  success.  All  the  mission 
statements  and  whiz-bang  new  processes  in  the  world  won’t  fly  if  you  don’t 
get  Bob  the  sales  guy,  Doris  in  Accounting  and  everyone  else  to  buy  in. 

Being  on  demand  is  about  empowering  your  people.  It’s  about  integrating. 
Rethinking.  Decentralizing.  Flattening  your  organization  so  the  people 
on  the  front  lines  can  make  decisions  on  the  spot.  Without  doing  the 
corporate  square  dance. 

Win  them  over.  Don’t  let  your  Bobs  turn  into  Bartlebys. 

On  demand  business 
starts  with  on  demand  thinking. 

We  have  over  3,500  specialists  in  change  management.  Surprised?  IBM’s 
capabilities  are  unique:  we  provide  real  insight  into  corporate  transformation, 
coupled  with  deep  experience  in  every  industry  and  the  ability  to  implement 
change  on  the  ground.  Making  sure  your  ideas  and  your  people  work 
together  —  that’s  on  demand  business.  Get  there  with  on  demand  people. 
Call  800  IBM  7080  (ask  for  thinking)  or  visit  ibm.com/services/thinking 


IBM  and  the  IBM  logo  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©  2003  IBM  Corp.  All  rights  reserved. 


Cover  Story  Playing  by  New  Rules 


(ItGot  Easier  for  CIOs) 


Everyone  thought  the  Sarbanes-Oxley  financial  disclosure  act  would 
require  CIOs  to  perform  heroic  feats  of  integration,  spend  fortunes  on 
software  and  invest  enormous  amounts  of  sweat  equity.  Now,  with  the 
law  reinterpreted,  only  the  last  appears  to  be  true. 
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PLAYING  BY 
NEW  RULES 

Your  Risks  and 
Responsibilities 


wmm 


Editor’s  note:  This  story  on  the 
IT  ramifications  of  the  Sarbanes-Oxley 
Act  is  the  fourth  in  a  CIO  series  on  leg¬ 
islation  having  a  profound  effect  on 
how  your  company  manages  data, 
ensures  security  and  protects  privacy. 
You  can  find  the  other  stories  in  this 
series  at  www.cio.com/newrules. 


Reader  ROI 

►  How  and  why  the 
Sarbanes-Oxley  Act  evolved 

►  Why  CIOs  can  now  breathe 
more  easily 

►  What  nontechnological 
steps  CIOs  are  taking  to 
ensure  compliance 


President  Bush  smiles  as 
Sen.  Paul  Sarbanes  (far  right) 
and  Rep.  Michael  Oxley  (second 
from  right)  applaud  another  piece 
of  post-Enron  legislation. 


CONGRESS  RESPONDS  TO  PUBLIC  OUTRAGE  BY  PASSING  LEGISLATION. 

Hence,  the  Sarbanes-Oxley  Act,  forged  in  the  flames  of  the  WorldCom,  see  how  the  Securities  and  Exchange  Com- 

Tyco  and  Enron  scandals.  The  act  was  intended  to  protect  investors  from  mission  would  interpret  it.  (The  law  itself 

executive  fraud  by  requiring  stricter  standards  for— and  more  oversight  isn't  as  important  as  how  the  SEC  chooses 

of— corporate  accounting.  As  written,  it’s  far-reaching— covering  every-  to  apply  and  enforce  it.)  When  the  SEC  pro¬ 
filing  from  who  can  sit  on  a  board  of  directors  to  penalties  for  mistreating  posed  a  strict  interpretation  three  months 

corporate  whistle-blowers.  And  complying  with  it  is  potentially  very  expen-  later,  they  gulped.  But  when  the  SEC  issued 

sive  and  time-consuming.  When  President  George  Bush  signed  the  act  its  final  rule  on  the  most  important  section 

into  law  in  July  2002,  corporate  executives  held  their  breath,  waiting  to  of  the  law  last  June,  they  exhaled. 
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What  You  Thought 
(and  What  We  Reported) 

No  Longer  Applies 

A  year  ago,  everyone  was  afraid  of  Sarbanes- 
Oxley.  It  looked  as  if  companies  were  going  to 
have  to  spend  millions  automating  everything 
from  ledger  balancing  to  revenue  accounting. 
Compliance  promised  to  become  a  new  cot¬ 
tage  industry  for  software  vendors. 

Now,  it  appears  none  of  that  need  happen. 
Somewhere  between  the  time  the  law  left  the 
president’s  desk  in  July  2002  and  the  SEC’s 
issuance  of  its  final  rule  in  June  2003,  Sarbanes- 
Oxley,  or  Sarbox,  or  Sox,  as  it  is  variously  and 
colloquially  known,  lost  some  of  its  teeth. 

Of  course,  it  can  still  bite.  Companies  will 
be  forced  to  document  their  processes  and 
change  some  of  them.  And  compliance  will  still 
carry  a  price  tag.  But  thanks  to  the  final  rule, 


CIOs  will  not  have  to  confront  the  challenges 
and  expenses  of  automation. 

“You  have  to  have  adequate  controls — not 
automated  controls,”  says  Joseph  W.  Hearing- 
ton  Jr.,  corporate  director  for  internal  auditing 
at  Universal,  a  $2.6  billion  tobacco  company. 
“We  have  a  combination  of  automated  and 
manual,  and  that  works  for  us.  Our  challenge 
isn’t  to  reinvent  the  wheel,  but  to  make  sure  we 
can  prove  that  what  we  have  works.  ” 

This  is  very  different  from  what  everyone 
thought — and  from  what  the  vendors  and  the 
technology  press  have  been  (and  in  some  cases 
still  are)  saying  and  reporting.  As  recently  as  this 
past  fall,  articles  continued  to  tell  CIOs  that  tech¬ 
nology  is  necessary  to  achieve  Sarbanes-Oxley 
compliance  and  that  their  IT  departments  were 
directly  in  the  line  of  federal  fire.  Even  CIO  ran 
an  article  last  May  warning  companies  that  they 


were  underestimating  the  role  that  their  IT  sys¬ 
tems  would  play  in  Sarbanes-Oxley  compliance. 

The  section  of  the  Sarbanes-Oxley  Act 
responsible  for  this  furor  is  404,  which  requires 
that  both  CEOs  and  CFOs  test  and  attest  to  the 
effectiveness  of  their  companies’  internal  con¬ 
trols.  While  the  October  2002  SEC  proposed 
rule  did  not  elaborate  on  how  effective  “effec¬ 
tive”  needed  to  be,  it  made  it  perfectly  clear  how 
seriously  it  took  Section  404  by  interpreting 
internal  controls  in  the  broadest  way  possible. 
The  proposal  targeted  “the  company’s  entire 
system  of  internal  controls,  rather  than  just  its 
internal  accounting  controls.  ” 

Most  experts  applied  the  same  thoroughness 
to  the  rest  of  the  section,  including  that  tricky 
word  effective.  The  only  way  to  guarantee  that 
a  control  is  100  percent  effective,  said  the  pre¬ 
vailing  wisdom,  was  to  remove  the  possibility  of 
human  error  A  conservative  reading  of  the  SEC’s 
proposal,  says  Irwin  Fishnet,  chairman  of  the 
corporate  law  department  at  Herrick,  Feinstein, 
a  firm  whose  clients  include  Bridgestone/ 
Firestone  and  Hollinger  International,  would 
have  outlawed  the  manual  processes  that 
bridged  the  gaps  between  automated  systems — 
for  example,  reconciling  financial  data  from 
multiple  systems  in  a  spreadsheet.  Automating 
each  of  these  processes  would  have  cost  compa¬ 
nies  millions  and  kept  CIOs  busy  for  years. 

The  reaction  from  affected  companies  (which 
was  just  about  every  company)  was  under¬ 
standably  negative,  and  what  followed  was  a 
serious  outbreak  of  politics. 

How  Sarbanes-Oxley 
WasDefanged 

The  first  shot  came  from  the  White  House.  Just 
days  before  the  SEC’s  Section  404  proposal 
was  released  in  October  2002,  administration 
officials  leaked  word  that  President  Bush 
wanted  to  cut  the  SEC’s  budget  more  than 
$200  million,  from  the  $776  million  author¬ 
ized  in  the  Sarbanes-Oxley  Act  to  $568  mil¬ 
lion.  “You  see  a  lot  of  rhetoric  about  trying  to 
clean  something  up,  ”  says  Larry  Noble,  exec¬ 
utive  director  of  the  Center  for  Responsive  Pol¬ 
itics,  a  nonpartisan  political  watchdog  group. 
“ But  when  the  rubber  hits  the  road,  they  don’t 
want  to  see  any  changes.”  According  to  the 
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Robert  Edwards,  CIO  of 
The  Rouse  Co.,  says  his 
Sarbox  compliance  job 
means  “documentation 
of  processes  and  com¬ 
munication  of  the  new 
control  environment.” 


Center,  seven  of  the  the  top  1 0  contributors  to 
President  Bush’s  current  reelection  campaign 
are  financial  services  companies,  precisely  the 
constituency  that  would  be  most  immediately 
and  negatively  affected  by  rigorous  enforce¬ 
ment.  “Their  first  choice  is  to  derail  a  bill,” 
Noble  says.  “But  when  an  industry  realizes 
that  isn’t  going  to  happen,  they  try  to  water 
down  the  regulation.” 

Meanwhile,  the  SEC,  as  is  its  practice 
whenever  it  proposes  a  new  rule,  was  solicit¬ 
ing  feedback  from  companies  and  concerned 
individuals,  and  the  responses  to  Section  404 
resembled  hate  mail.  In  a  representative  com¬ 
ment,  Eli  Lilly’s  chief  auditor  said  that  the  pro¬ 
posed  rule  would  substantially  increase  costs 
while  doing  nothing  to  improve  shareholder 
value.  At  a  conference  last  May,  John  Gibson, 
president  and  CEO  of  Halliburton  Energy 


Services — a  major  subsidiary  of  Halliburton, 
an  enterprise  with  close  and  widely  publicized 
ties  to  the  administration  (Vice  President  Dick 
Cheney  was  Halliburton’s  former  chairman 
and  CEO) — called  Sarbanes-Oxley  “the  most 
ridiculous  thing  I’ve  seen.” 

The  SEC  got  the  message,  making  what  one 
official  called  “significant  changes”  in  its  final 
rule.  Most  notably,  the  final  rule  does  away 
with  the  aforementioned  broad  interpretation 
of  internal  controls  and  replaces  it  with  “inter¬ 
nal  controls  over  financial  reporting.”  While 
this  change  may  seem  minor,  Kishner  says  that 
its  impact  is  major.  “Financial  controls  are  just 
a  subset  of  internal  controls,”  he  says.  “It  is  a 
less  aggressive  interpretation  [of  the  law].” 

With  this  less  aggressive  interpretation,  the 
punctilious  reading  that  would  have  rendered 
manual  processes  illegal  no  longer  applied. 


Both  the  proposed  and  the  final  versions  of  the 
SEC  rule  require  companies  to  identify  weak 
points  in  their  internal  control  processes  and 
take  steps  to  mitigate  the  risks  those  weak¬ 
nesses  create.  But  rather  than  making  it  neces¬ 
sary  for  companies  to  fix  control  weaknesses 
through  automation,  the  new  rule  neither 
requires  nor  regulates  how  companies  do  it, 
says  Deborah  Birnbach,  who  specializes  in 
technology-related  litigation  at  Testa,  Hur- 
witz  &  Thibeault.  The  lawyers,  analysts, 
auditors  and  corporate  executives  consulted 
for  this  article  all  agree  that  complying  with 
the  rule  requiring  that  internal  financial  con¬ 
trols  be  effective  can  entail  nothing  more  than 
having  someone  run  around  double-checking 


A  Less 

Expensive  Road 
to  Compliance 

Four  steps  CIOs  can  take 
without  spending  a  lot 
of  money 


gg  Document  your  department’s 
internal  controls,  everything  from 
mm  what  role  each  employee  fills  to 
what  you  do  when  you  lose  the  key  to 
the  server  closet. 

Make  sure  that  employees  have 
authorization  only  to  systems 
that  are  consistent  with  their 
specific  roles. 

3  Identify  areas  where  information 
is  processed,  manipulated  or 
reconciled  by  hand,  and  make 
sure  that  there  are  checks  in  place  to 
catch  errors  or  inconsistencies. 

Examine  the  existing  IT  infra¬ 
structure  to  see  if  there  are  con- 
trols  in  systems  that  are  not 
turned  on  or  if  there  are  systems  in 
place  that  could  be  used  to  automate 
tasks  that  are  currently  manual.  -B.  W. 
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Toothless  in  Washington 

Why  Sarbox  is  likely  to  fail 


CRITICS  MAINTAIN  THAT  the  final  version  of  the  Sarbanes-Oxley  Act  has  holes  in  it 
big  enough  to  drive  a  truck  through. 

One  hole  is  that  while  the  act  requires  both  a  financial  audit  and  an  audit  of  the  IT 
systems  that  generate  financial  information,  these  two  groups  of  auditors  rarely  talk 
to  each  other  and,  according  to  Sharon  O'Bryan,  a  former  IT  auditor  at  Arthur  Ander¬ 
sen,  chief  information  security  officer  with  ABN  Amro  North  America  and  now  an 
independent  consultant,  nothing  has  changed. 

“I  recently  worked  with  an  organization  that  had  every  problem  you  could  imag¬ 
ine,”  O'Bryan  says.  Audit  trails  weren’t  kept,  people  had  access  to  systems  that  they 
weren’t  supposed  to,  and  the  administrative  passwords  were  never  changed  from  the 
vendor  presets.  “Yet  the  audit  was  signed  off  [by  the  auditor],"  she  says  incredu¬ 
lously. 

All  the  auditors  consulted  for  this  article  said  that  if  they  found  violations,  their 
first  step  would  be  to  work  with  the  CIO  to  fix  the  problem.  While  that  might  improve 
controls  for  the  future,  it  wouldn’t  do  anything  to  certify  the  accuracy  of  the  financial 
statements  submitted  under  the  compromised  control  environment. 

And  even  if  a  company  does  submit  fraudulent  or  inaccurate  numbers,  its  odds  of 
getting  caught  are  small.  While  the  SEC  won’t  say  how  it  spots  phony  statements,  Rob 
Seiden,  director  and  president  of  Fortress  Global  Investigations,  says  that  most  of  the 
time  a  miscreant  is  found  thanks  to  whistle-blowers,  as  was  the  case  last  month  when 
HealthSouth  CEO  Richard  Scrushy  was  indicted  on  accounting  fraud  charges.  Second 
most  common,  Seiden  says,  is  by  accident,  when  an  SEC  regulator  trips  over  a  floridly 
fraudulent  document.  One  former  auditor  says  that  when  the  SEC  does  investigate,  its 
research  is  usually  limited  to  dinner  with  the  company’s  executives. 

Eventually,  everyone  agrees,  the  SEC  will  make  an  example  of  someone  for  non- 
compliance.  But  if  the  first  Sarbanes-Oxley  case  is  any  indication,  that  day  may  be  a 
long  time  coming.  Over  the  summer,  the  CEO  and  CFO  of  Rica  Foods,  a  $131  million 
Miami-based  importer,  attested  to  the  fact  that  the  company’s  auditor  had  approved 
its  financial  statement.  In  fact,  the  auditor  had  done  no  such  thing.  In  an  August  set¬ 
tlement,  Rica  promised  not  to  lie  again,  and  the  CEO  paid  a  $25,000  civil  penalty. 

The  Rica  case,  say  critics,  illustrates  one  of  the  weaknesses  in  Sarbanes-Oxley. 
“Internal  controls  do  not  prevent  collusion,”  says  Joseph  W.  Hearington  Jr.,  corpo¬ 
rate  director  for  internal  auditing  at  Universal,  a  $2.6  billion  tobacco  company.  “All 
the  scandals,  the  Enrons  and  WorldComs,  all  had  one  thing  in  common— collusion. 
This  will  do  nothing  to  prevent  that.  This  is  a  feel-good  piece  of  legislation.”  -B.  W. 


manual  work.  “You  don’t  have  to  spend  mil¬ 
lions  of  dollars  to  make  things  foolproof,” 
says  Birnbach. 

That  means  it’s  left  up  to  the  enterprise  to 
decide  whether  it  wants  to  make  a  significant 
investment  in  technology  that  will  automate 
its  manual  processes  (which  are  still  found  in 
most  every  company)  or  make  a  smaller  in¬ 
vestment  in  additional  people  to  run  around 
and  do  the  double-checking.  And  because  no 
one  is  sure  how  the  SEC  will  enforce  the  cur¬ 
rent  rule  or  whether  future  changes  will  make 
the  Sarbanes-Oxley  Act  tighter  or  looser, 
many  companies  are  choosing  the  latter  route. 
If  they’re  wrong,  there  still  will  be  time  to  buy 
and  implement  automation  technology.  If 
they’re  right,  a  small  cost  in  human  resources 
now  will  allow  them  to  make  IT  investments 
on  their  own  time  line,  not  the  government’s. 

In  other  words,  right  now  companies  are 
trying  to  walk  the  line  between  noncompliance 
and  overcompliance.  “You  don’t  want  to  be 
the  one  on  the  edge  saying  [Sarbanes-Oxley] 
is  BS”  and  can  be  ignored,  says  Scot  Klimke, 
CIO  of  $890  million  Network  Appliance, 
which  makes  storage  devices.  But  there  is  no 
incentive  to  go  beyond  the  letter  of  the  law, 
either.  “We  want  to  be  in  the  middle  of  the 
pack,”  he  says. 

Compared  with  the  automate-everything 
approach,  the  CIO  has  a  diminished  role  in  this 
version  of  Sarbanes-Oxley  compliance.  But 
there’s  still  plenty  to  do.  Technology  invest¬ 
ments  may  not  play  the  starring  role  that  com¬ 
pliance  first  was  thought  to  demand,  but  the 
human  changes  that  the  act  requires — such  as 
documenting  who  performs  what  roles  for  the 
company — extend  to  the  IT  organization.  And 
CIOs  should  be  on  the  lookout  for  processes 
they  can  automate  at  little  or  no  cost  using 
technology  that  their  companies  already  own. 

Thinking  Outside  the  Sarbox 

CIO  Klimke’s  phone  rings.  Again.  He  says 
vendors  with  a  Sarbanes-Oxley  solution  pitch 
him  about  15  times  a  day.  Klimke  listens — the 
words  Sarbanes  and  Oxley  still  get  his  atten¬ 
tion — but  he  isn’t  buying.  In  fact,  he  has  a 
hunch  that  most  vendors  are  just  repositioning 
old  products  to  take  advantage  of  the  latest 


craze.  “I  don’t  want  to  sound  jaded,  but  most 
vendors  see  Sarbanes-Oxley  as  an  opportu¬ 
nity  to  sell  more  software,”  he  says,  and  then 
compares  it  to  the  wave  of  disaster  recovery 
pitches  that  followed  9/11.  “Sarbanes- 
Oxley,”  he  says,  “is  the  latest  flavor.” 

Last  spring,  before  the  final  rule  came  out, 


an  AMR  Research  survey  found  that  85  per¬ 
cent  of  respondents  thought  that  Sarbanes- 
Oxley  compliance  would  require  far-reaching 
changes  to  their  IT  and  application  infra¬ 
structure.  Vendors,  desperate  for  new  revenue 
streams  in  the  depths  of  the  technology  slump, 
sensed  an  opportunity.  Many,  in  fact,  do  have 
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A  good  example  of  a  control  issue  where 
companies  will  have  to  decide  between 
automating  and  assigning  people  to  double¬ 
check  is  reconciling  financial  data  from  mul¬ 
tiple  systems.  A  recent  study  by  The  Hackett 
Group  concluded  that  companies  still  use 
spreadsheets  for  planning  and  budgeting 
about  half  the  time,  and  that  most  compa¬ 
nies  have  multiple  ERP  systems.  In  other 
words,  balancing  the  books  in  most  cases  is 
still  a  manual  process.  If  time  and  money 
weren’t  issues,  everyone  would  automate, 
but  time  and  money  are  issues,  and  it’s 
cheaper — and  maybe  just  as  accurate — to 
have  Fred  in  auditing  make  sure  that  Joe  in 
finance  did  everything  on  the  up  and  up.  In 
any  case,  under  the  current  Sarbox  rules,  that 
will  suffice. 

Many  companies  are  already  paying  for 
software  that  can  help  automate  processes, 
and  CIOs  need  to  take  advantage  of  it.  York 
International,  for  example,  a  $3.8  billion  heat¬ 
ing  and  air-conditioning  manufacturer,  is  rely¬ 
ing  on  an  SAP  project  (which  it  launched 
before  Sarbanes-Oxley  was  conceived)  to 
improve  its  control  environment.  Kennith 
Henry,  director  of  IT  for  the  Unitary  Products 
Group,  leads  a  team  documenting  the  control 
processes  for  the  new  system,  which  is  sched¬ 
uled  to  go  live  at  the  end  of  September  200d — 
just  a  few  months  before  York  has  to  submit 
its  first  annual  report  subject  to  the  new  rules. 
The  new  system  will  automate  many  of  the 
processes  that  are  done  manually  in  the  cur¬ 
rent  multisystem  environment,  such  as  mak¬ 
ing  sure  one  person  can’t  perform  conflicting 
roles,  such  as  purchasing  and  receiving. 

But  Henry  knows  that  things  go  wrong  with 
big  ERP  projects  and  that  it’s  unreasonable  to 
expect  that  the  project  will  be  finished  in  time 
for  York’s  first  Sarbanes-Oxley  filing,  and  so  he 
has  a  contingency  plan.  While  his  team  mem¬ 
bers  are  documenting  the  control  processes  for 
the  ERP  system,  they  will  also  document  the 
processes  for  the  existent  setup.  And  if  the 
Sarbanes-Oxley  auditors  find  a  control  viola¬ 
tion,  Henry  can  point  to  the  SAP  project  as  a 
future  means  to  mitigate  the  risk  (see  “A  Less 
Expensive  Road  to  Compliance,”  Page  54). 

Similarly,  Edwards  says  that  Rouse  is  using 
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products  that  will  help  companies  improve 
internal  controls  (see  “The  More  Expensive 
Road  to  Compliance,”  Page  60),  but  now 
most  executives  feel  that  spending  money  on 
Sarbanes-Oxley  is  a  net  loss;  a  recent  survey 
found  that  70  percent  of  finance  executives 
believed  that  the  benefits  of  compliance  (pre¬ 
sumably  improved  operating  efficiency  and 
the  satisfaction  that  comes  from  being  a  good 
corporate  citizen)  did  not  outweigh  the  costs. 
As  such,  the  first  step  CIOs  should  take 
doesn’t  involve  new  investments  at  all. 

Robert  Edwards,  vice  president  and  CIO 
of  The  Rouse  Co.,  a  $1.1  billion  commercial 
real  estate  trust,  sums  up  his  unsexy  Sarbox 
compliance  job:  “documentation  of  pro¬ 
cesses  and  communication  of  the  new  con¬ 
trol  environment.”  The  first  step,  says 
Edwards,  is  a  thorough  examination  of  how 


IT  operates.  That  ranges  from  making  sure 
that  the  same  person  doesn’t  have  authority 
to  both  write  checks  and  approve  them  (put¬ 
ting  a  serious  crimp  in  someone’s  ability  to 
embezzle)  to  developing  a  process  to  ensure 
that  code  isn’t  released  for  production  before 
it’s  completely  tested.  Edwards  even  has  to 
document  what  Rouse  does  if  someone  loses 
the  key  to  the  server  closet. 

“It  used  to  be  no  big  deal,”  he  says.  “We’d 
just  leave  the  door  cracked  until  we  got  a 
new  key  made.  But  under  Sarbanes-Oxley, 
that’s  a  problem.”  Since  someone  could 
access  the  servers  and  compromise  the  sys¬ 
tems,  leaving  the  door  open  is  a  potential 
control  violation,  so  Rouse  has  to  have  a 
procedure  to  mitigate  that  risk.  In  this  case, 
the  policy  is  short  and  straightforward: 
Don’t  leave  the  door  open. 


If  the  Sarbox  auditors 
find  a  control  violation, 
Kennith  Henry,  IT 
director  for  the  Unitary 
Products  Group,  can 
point  to  his  SAP  project 
as  a  future  means  to 
mitigate  the  risk. 
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Send  and  receive  attachments  nearly  twice  as  fast. 


average 
20 -40  Kbps 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster, 
in  more  places  nationwide  with  the  Sprint 
advanced  wireless  network. 


Get  the  facts  at  sprint.com/facts  or  call  877-459-8144 
for  a  Business  Representative. 


One  Sprint.  Many  Solutions^ 

Voice/Data  PCS  Wireless  Internet  Services  E-Business  Solutions  Managed  Services 


Compared  with  the  AT&T  Wireless  Next  Generation  network, 

Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 
•30%  larger  coverage  area  J  ,  pcs  connection  card.™ 

i  ,  I  ^  Insert  it  in  a  laptop. 

Over  30  million  more  people  covered  ^  Getawireiess 

connection. 

All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in 
the  nation  to  make  your  business  more  effective. 


Speed  claims  based  on  published  averages  from  each  carrier  and  other  information.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on 
the  enhanced  Sprint  Nationwide  PCS  Network  (reaching  240  million  people)  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
service  plans  excluding  roaming  areas.  Copyright  ©2003  Sprint  Spectrum  L.P.  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  L.P. 
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an  investment  it  made  before  Sarbanes-Oxley 
to  reconcile  data  from  1 2  budgeting  and  plan¬ 
ning  systems.  Five  of  the  systems  are  inte¬ 
grated  with  a  financial  analysis  system. 
Edwards  now  plans  to  integrate  the  remain¬ 
ing  seven  at  very  little  additional  cost.  “We 
look  at  this  and  say,  It  is  a  great  example  of 
leveraging  what  you  have,”  he  says. 


Regulation:  The  Shape  of 
Things  to  Come? 

One  of  the  reasons  companies  are  reluctant  to 
automate  processes  is  that  they  are  not  sure 
what  the  future  holds.  If  future  clarifications 
loosen  restrictions  further,  there  isn’t  any  rea¬ 
son  to  make  Sarbanes-Oxley-oriented  invest¬ 
ments.  Adding  people  will  be  cheaper  in  both 


the  short  and  the  long  run  as  you  can  remove 
them  once  the  law  is  eased.  At  least  that’s  the 
prevailing  wisdom  right  now. 

“The  legislation  was  written  quickly,”  says 
Matt  Hale,  CFO  of  $250  million  SI,  which 
makes  financial  services  software.  “The 
impression  I  have  is  that  future  clarifications 
will  not  tighten  it;  they  will  relieve  some  of  the 
burden.”  On  the  other  hand,  the  language  of 
the  law  clearly  revealed  that  the  government 
initially  had  stricter  requirements  in  mind. 
There’s  no  reason  it  couldn’t  revisit  and  revive 
those  requirements  in  the  future.  Further¬ 
more,  there  are  state  regulations  (California’s 
privacy  and  security  breach  laws,  for  exam¬ 
ple),  European  (the  Basel  Capital  Accord)  and 
even  other  SEC  rules  that  hint  at  the  possibil¬ 
ity  of  tighter  regulation  should  the  political 
climate  change.  Or  another  Enron-type  scan¬ 
dal  could  emerge  that  reminds  the  public  of 
corporate  malfeasance. 

Network  Appliance’s  Klimke  draws  a 
distinction  between  Sarbanes-Oxley  the  law 
and  Sarbanes-Oxley  the  attitude.  “Formal 
Sarbanes-Oxley  has  some  very  specific  things 
that  need  to  get  done,”  says  Klimke.  “What  I 
find  is  that  a  lot  of  people  are  talking  about 
lowercase  sarbanes-oxley,  which  is  effectively 
a  label  for  this  whole  new  generation  of  legis¬ 
lation,”  including  HIPAA,  the  Gramm- 
Leach-Bliley  and  Patriot  acts,  and  even  edicts 
from  the  International  Organization  for  Stan¬ 
dardization.  “Uppercase  Sarbanes-Oxley  is 
specific  and  somewhat  narrow  in  what  it 
touches,”  says  Klimke.  “Lowercase  is  a  hor¬ 
net’s  nest.” 

None  of  these  other  regulations  requires 
companies  to  make  changes  to  their  IT  infra¬ 
structure.  Not  yet,  anyway.  And  so  compa¬ 
nies  are  not  acting  until  they  have  to. 

“One  of  the  pressures  we  all  have  is  to  keep 
costs  as  low  as  possible,”  says  Si’s  Hale.  “In 
the  short  term,  it  is  cheaper  to  throw  more  bod¬ 
ies  at  [compliance].  In  the  end,  strengthening 
controls  is  never  a  bad  thing,  but  it  may  not  be 
the  right  thing  to  do  at  this  time. ”  HE! 


Staff  Writer  Ben  Worthen  has  been  following  the 
evolution  of  federal  regulatory  efforts  that  affect  IT. 
He  can  be  reached  at  bworthen@cio.com. 


The  More  Expensive  Road  to 
Compliance 

Vendors  see  Sarbox  as  a  way  to  sel  I  new  (or  at  least 
repackaged)  software 

Almost  as  soon  as  the  Sarbanes-Oxley  Act  was  passed  in  2002,  vendors  appeared 
with  Sarbanes-Oxley  solutions.  Almost  all  of  these  products  predated  the  passage  of 
the  act  and  have  been  repurposed  to  take  advantage  of  this  new  market.  Here  are  the 
different  types  of  products. 


BUSINESS  PROCESS  MANAGEMENT 

What  it  does:  This  is  workflow  software  on  steroids.  These  products  link  with  existing 
systems  and  can  enforce  policies,  such  as  who  can  approve  transactions  or  what 
happens  when  customers  return  products  they've  already  paid  for. 

How  it  enforces  compliance:  Ensures  that  corporate  policies  are  followed. 
Weaknesses:  Only  puts  in  place  a  set  of  rules.  The  actual  transactions  take  place  in 
the  underlying  systems. 

DOCUMENT  MANAGEMENT 

What  it  does:  Establishes  a  logical  way  to  store  and  manage  documents. 

How  it  enforces  compliance:  The  biggest  part  of  Sarbanes-Oxley  compliance  is 
documenting  processes. 

Weaknesses:  Can't  guarantee  that  the  processes  are  actually  followed. 

REVENUE  MANAGEMENT 

What  it  does:  These  systems  automatically  extract  financial  information  from  ledgers 
or  ERP  systems. 

How  it  enforces  compliance:  Removes  human  error  in  certifying  accounting. 
Weaknesses:  Doesn’t  ensure  that  the  proper  processes  were  followed  when  the 
numbers  were  generated  in  the  first  place.  Fraud  in,  fraud  out. 

SINGLE  INSTANCE 

What  it  does:  Takes  all  your  ERP  systems  and  replaces  them  with  one. 

How  it  enforces  compliance:  Because  every  system  is  integrated  and  automated, 
there’s  no  need  for  human  intervention  and  no  (apparent)  opportunity  for  fraud. 
Weaknesses:  Breathtakingly  expensive,  disruptive  and  time-consuming  to  implement. 

-B.W. 
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Turns  coac 
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Fujitsu  recommends  Microsoft^  Windows1 
XP  Professional  for  Mobile  Computing 


The  ultra-small,  full-featured  notebook  you  don’t  have  to  make  room  for. 

More  lap  and  tray  table  room.  A  wide-screen  display  with  Dolby  stereo.  Enough  battery  life  for  a  full-length  double  feature. 
With  its  ultra-small  size  and  ultra-big  multimedia  capabilities,  the  award-winning  Fujitsu  LifeBook®  P5000  notebook  will  make 

any  trip  feel  like  an  upgrade.  A  "micro”  revolution  in  mobile  computing,  the  LifeBook  P5000 
notebook  features  Intel®  Centrino™  mobile  technology,  a  modular  bay,  and  extended  battery  life  in 
an  8”  x  1 0”  chassis  you  have  to  see  to  believe.  Watch  DVDs,  burn  CDs,  or  drive  powerful  mobile 
applications — without  having  to  lug  around  an  extra  carry  on.  To  see  what  your  new  travel 
companion  can  really  do,  call  1.877.372.3473  or  visit  www.fujitsupc.com/firstclass. 

MOBILE 
TECHNOLOGY 


centrino 


FujlTSU 

THE  POSSIBILITIES  ARE  INFINITE 


©2003  Fujitsu  PC  Corporation.  All  rights  reserved.  Fujitsu,  the  Fujitsu  logo  and  LifeBook  are  registered  trademarks  of  Fujitsu  Limited.  Intel.  Intel  Centnno,  and  the  Intel  Centnno  logo  are  trademarks 
or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation. 


IT  Operations 


Six  Sigma  Comes  to  IT 


Perfectio 


BY  TRACY  MAYOR 


The  IT  organization  at  Raytheon  Aircraft  saved  $500,000  from  a  single  project  in 
2002.  ®  The  nine  CIOs  at  Textron  saved  a  total  of  $5  million  in  six  months.  ® 
One  team  of  engineers  at  Fidelity  Wide  Processing  expects  to  deliver  $6  million 
to  $8  million  in  cost  reductions  this  year. 

Some  of  the  country’s  largest  IT  organizations  are  looking  trim  and  vigorous 
these  days.  It’s  no  miracle  cure  or  diet  of  the  month.  It’s  a  par¬ 
ticular  piece  of  process  methodology  called  Six  Sigma. 

Six  Sigma  is  a  defect  reduction  methodology  that  trans¬ 
forms  organizations  by  forcing  them  to  focus  on  the  quality  of 
the  customer  experience.  The  term  sigma  refers  to  deviations 
from  an  ideal  level  of  operation,  where  each  level  of  sigma, 
starting  from  one,  allows  for  fewer  defects.  Sigma  six,  the 


Reader  ROI 

►  How  the  Six  Sigma 
process  methodology 
applies  to  IT 

►  What  Six  Sigma  can 
and  can’t  do  for  you 

►  Best  practices  for 
rolling  it  out 
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Charles  Costa,  CIO  at  Chase 
Financial  Services,  is  so  big  on  Six 
Sigma  that  he  assigns  a  Six  Sigma 
team  to  most  IT  projects  worth  more 
than  $1  million,  generally  reaping 
benefits  of  between  $1  million  and 
$3  million. 


* 


*>- 


IT  Operations 


operational  equivalent  of  nirvana,  allows  a 
mere  3.4  defects  per  million  outputs.  If  you’re 
in  manufacturing,  that  means  999,996.6  flaw- 
free  widgets.  If  you’re  in  IT,  that  means  fewer 
servers,  faster  call  response  times  and  better 
project  delivery. 

Six  Sigma  got  its  start  in  manufacturing  at 
Motorola  in  the  1980s,  and  later  spread  to 
nuts-and-bolts  powerhouses  like  AlliedSignal, 
General  Electric  and  Honeywell  International. 
But  now  CIOs  at  companies  of  all  disciplines 
are  adopting  Six  Sigma  for  its  fact-based, 
quantifiable  insistence  on  continuous 
improvement  and  its  ability  to  doggedly  root 
out  and  improve  defects  in  processes. 

“Six  Sigma  isn’t  just  a  manufacturing 
thing.  It  can  be  applied  to  the  financial  services 
industry  very  effectively,”  says  Doug  Sutton, 
president  of  Fidelity  Wide  Processing,  where 
the  methodology  is  delivering  cost  reductions 
and  quality  improvements  in  the  range  of  20 
percent  to  50  percent  across  the  board.  “  A  lot 
of  our  potential  customers  are  asking  if  we 
use  it.  They  want  to  know  if  we’re  focused  on 
business  process  improvement,  and  the 
answer  is  yes.” 


Taking  Dead  Aim 


Sigma  is  a  statistical  term  that 
measures  how  closely  a 
process  approaches  the 
bull’s-eye  of  perfection. 


Six-Sigma 

9939966% 

accurate 


Five  Sigma 
99.9767% 

Four  Sigma 
99.379% 

Three  Sigma 
93.32% 

Two  Sigma 
69.1% 


One  Sigma 
31% 


On  the  numbers  side,  Six  Sigma  provides 
CIOs  with  an  objective,  measurable  way  to 
justify  technology  investments;  on  the  karma 
side,  it  serves  as  a  judgment-free  common  lan¬ 
guage  between  IT  and  other  project  stake¬ 
holders  within  the  company. 

“IT  always  gets  caught  up  in  insatiable 
demands  and  lost  ROI.  Six  Sigma  solves  both 
those  problems,”  says  Charles  P.  Costa,  exec¬ 
utive  vice  president  and  CIO  at  Chase  Finan¬ 
cial  Services,  which  assigns  a  Six  Sigma  team 
to  most  IT  projects  worth  more  than  $1  mil¬ 
lion.  “Six  Sigma  gives  us  a  very  precise  way 
to  demonstrate  the  real  value  of  technology, 
and  it  helps  us  improve  the  way  we  deliver 
that  value.” 

Six  Sigma  has  a  lot  of  normally  staid  CIOs 
excited  for  a  good  reason:  Quality  is  back  on 
the  corporate  radar  in  a  big  way.  “We’ve  cut  so 
far  into  IT  in  the  past  couple  of  years  that  we’re 
starting  to  see  some  quality  problems,”  says 
Val  Sribar,  a  Meta  Group  senior  vice  president. 
“If  you’re  smart  about  where  you  apply  [Six 
Sigma],  if  you  apply  it  to  your  core  disciplines, 
it  makes  a  lot  of  sense  right  now.  ” 

Still,  wary  and  weary  CIOs,  especially 
those  who  have  endured  both  the  1990s 
flavor-of-the-month  management  mania  and 
the  apparently  endless  post-bubble  budget 
crises,  are  justified  in  wondering  if  Six  Sigma 
is  right  for  them. 

Six  Sigma  users  insist  it  works  for  all  types  of 
companies  and  in  all  functions,  but  they  do 
admit  there  are  a  few  times  when  the 
methodology  won’t  take.  If  your  resources 
have  truly  been  cut  beyond  the  point  of 
pain,  now  isn’t  the  time — not  because 
you  don’t  need  Six  Sigma’s  benefits  (you 
probably  do,  more  than  ever)  but 
because  burned-out  staffers  and 
stressed-out  managers  aren’t  likely  to 
be  able  to  give  the  regimen  its  due. 

While  very  small  IT  shops  can  benefit 
from  Six  Sigma’s  approach  to  error  reduc¬ 
tion,  they’ll  have  to  wait  to  see  quantifiable 
benefits.  “There’s  still  applicability,  but  it 
will  take  a  small  shop  a  long  time  to  know 
whether  they’ve  reduced  their  defects  to  three 
in  a  million,  just  because  it’s  going  to  take 
longer  to  get  to  that  first  million,”  observes 
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Why  Close  Isn’t 
Good  Enough 

99%  accuracy  equals. . . 

117,000  pieces  of  lost 

first-class  mail  per  hour 

• 

800,000  mishandled 
personal  checks  each  day 

23,087  lemons 
among  new  computers 

shipped  each  month 

• 

7.2  hours  per  month 
without  electricity 

SOURCES:  Statistical  Abstract  of  the 
United  States.  U.S.  Postal  Service 


Matt  Fight,  a  research  director  at  Gartner. 

And  finally,  every  single  IT  professional 
experienced  with  Six  Sigma  emphasizes  that  it 
absolutely,  positively  requires  top-down  buy- 
in.  Six  Sigma  is  an  executive-directed  transfor¬ 
mation  tool,  and  if  senior  management  isn’t 
interested  or  willing  to  personally  sponsor  the 
strategy,  it’s  going  to  fail — point  blank. 

“To  have  a  successful  Six  Sigma  initiative  in 
your  company,  senior  management  has  to 
understand  its  role:  to  pick  teams,  decide  what 
measurements  are  going  to  matter,  establish 
some  form  of  accountability  and  visibility,  and 
set  up  a  mechanism  to  establish  and  track 
results,”  says  Alan  Farson,  author  of 
Demystifying  Six  Sigma:  A  Company-  Wide 
Approach  to  Continuous  Improvement  who 
worked  at  Motorola  in  the  1980s  and  was  part 
of  the  team  that  introduced  Six  Sigma  to 
Honeywell. 

How  Six  Sigma 
Works  in  IT 

Despite  its  origin  in  manufacturing,  Six  Sigma 
isn’t  about  widgets;  the  focus  is  on  processes. 
When  applied  to  IT  operations,  Six  Sigma 
aims  to  measure  and  improve  both  internal 
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InfraStruXure," 
we  were  able 
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cut  overall 
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RACK 


Tom  Henderson,  Global  Test  Alliance 

Network  World  8/19/02 


POWER  RACK  AIR 


Experts  and  Editors  agree... 


m 


"...availability  and  monitoring  features 
equals  its  battery  room-sized 

_ _ _ _ ^4.  _ _ 4.  " 


Eric  Ubels,  CIO  and  Guus  Van  Velzen,  Principal  Architect 

Deloitte  &  Touche 


"...solid  performance  and  price  lead 
us  to  give  InfraStruXure m  a  score 
of  10  for  value  -  a  score  neither  one 
of  us  have  ever  awarded  before. " 


Oliver  Rist,  Senior  Contributing  Editor 
Brian  Chee,  Industry  Expert 

InfoWorld  9/01/03 


management  costs' 


Deloitte  &  Touche  is  only  one  of  the  latest  partners 
benefiting  from  InfraStruXure 's  open,  adaptable,  and 
integrated  approach  to  data  center  design. 


The  industry's  only  patent-pending,  network-critical 
physical  infrastructure  (NCPI),  InfraStruXure  significantly 
decreases  the  total  cost  of  ownership  through: 


Accelerated  Speed  of  Deployment 

Electrical/physical  modularity  allows  for  rapid 
installation  with  minimal  engineering. 


Minimized  Human  Error 

Simplicity  of  design  and  intelligent  modules  increase 
system  availability  by  mitigating  human  error  -  the  #1 
cause  of  downtime. 


Deloitte  &  Touche 
on  InfraStruXure™  AIR 


Open,  adaptable  and  integrated 
architecture  for  on-demand 
network-critical  physical  infrastructure 


"APC  had  the  plan  of  building  air  conditioning 
systems  in  the  rack.  In  a  traditional  data  center,  you 
always  have  racks  which  are  totally  filled  with  CPUs 
and  which  become  very  hot.  Then  you  have  racks 
which  are  not  deployed  at  all.  To  manage  the  energy, 
the  warmth  and  the  consumption  of  electricity  in 
those  racks,  we  believe  that  with  APC  we  have  found 
the  right  solution. " 


Find  Out  the 
Secrets  of 
Real-time 
Infrastructure! 


View  the  Deloitte  & 

Touche  case  study  video. 
Download  white  papers 
of  your  choice  on  optimal 
real-time  infrastructure. 

Visit  httpS/promojpcxom 
Enter  Key  Code  o348y 


equipment  and 


Quick  Fault  Recovery 

Compartmentalize  potential  failures  with  intelligent, 
maintainable  modules. 

Modularity  for  Ease  of  Growth 

Pay  as  you  grow  and  redeploy  modular  components 
as  needed. 

Find  out  how  you  can  benefit  from  InfraStruXure 's 
innovative  architecture.  Visit  us  today  at  www.apc.com 


Deloitte  &  Touche  on 
InfraStruXure™  Benefits 

"We  have  also  enhanced  our 
security,  systems  stability 
optimization,  time  to  market 
and  office  operations. 

With  InfraStruXure you  can 
get  it  right  in  one  attempt. " 


Call  888-289-APCC  x3030 
Fax  401-788-2797 
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IT  Operations 


processes,  such  as  network  speed  and  relia¬ 
bility,  and  line-of-business  processes  in  which 
IT  has  a  role,  such  as  how  well  an  online  order¬ 
ing  system  is  working. 

“IT  is  a  big  user  of  processes:  testing  and 
hardware  implementation  and  software 
development,”  says  Doug  Debrecht,  vice  pres¬ 
ident  and  CIO  at  Raytheon  Aircraft,  where 
the  entire  IT  workforce  has  had  some  form  of 
Six  Sigma  training.  “Six  Sigma  has  given  us  a 
good  toolset  that  we  can  use  consistently  and 
repeatedly  to  analyze  how  we  have  things  set 
up  and  running.” 

Six  Sigma  analysis  tends  to  begin  with  the 
formulation  of  a  problem  statement.  One  Six 
Sigma  team  at  Raytheon,  for  example,  was 
charged  with  analyzing  why  the  division  had 
what  Debrecht  admits  was  “an  ungodly  num¬ 
ber”  of  servers — 350.  “We  needed  to  figure  out 
a  way  to  consolidate  and  be  smarter  in  how  we 
deployed  our  servers,”  he  says.  The  Six  Sigma 
team  determined  the  root  cause  of  the  prob¬ 
lem — that  each  application  got  its  own  server, 


Why  Sigma 
Levels  Matter 

Number  of  defects  per  million 


3.4 


— 


6,210 

66,807 


!,537 


la 


690,000 


regardless  of  its  size  or  bandwidth  require¬ 
ments — and  then  worked  out  the  specifics  to 
allow  applications  to  share  servers  logically  and 
securely.  The  result:  a  40  percent  consolidation 


in  servers,  with  the  attendant  time  and  labor 
savings  added  back  to  the  bottom  line. 

The  methodology  breaks  down  problem 
evaluation  into  five  distinct  steps:  define, 
measure,  analyze,  improve  and  control.  Prac¬ 
titioners  call  this  rubric  DMAIC  for  short,  pro¬ 
nounced  “de-MAY-ick.”  (Another  approach, 
Design  for  Six  Sigma,  aims  to  remove  defects 
from  a  process  during  the  design  phase.  It’s 
generally  used  only  by  organizations  that  have 
mastered  the  DMAIC  methodology.) 

At  each  of  the  DMAIC  steps,  organizations 
apply  appropriate  tools  and  measures  from  a 
wide  variety  of  choices.  Some,  such  as  his¬ 
tograms,  Pareto  charts  and  Scatter  diagrams, 
may  already  be  familiar  to  IT.  Others,  which 
boast  names  such  as  Voice  of  the  Customer  or 
House  of  Quality,  probably  aren’t,  though 
CIOs  report  that  these  customer-centric  tools 
are  often  the  ones  they  find  most  enlightening. 

Textron  used  the  DMAIC  process  and  the 
Voice  of  the  Customer  tool,  among  others,  to 
tackle  data -center  sprawl.  “We  found  we  had 


All  Together  Now:  CMM,  CRM,  ERP  and  Six  Sigma 

How  Six  Sigma  fits  with  process-improvement  and  value  methodologies 


CIOs  WHO  HAVEN’T  yet  gotten  the 
Six  Sigma  religion  might  find  themselves 
slightly  irritated  by  devotees’  talk  of 
measurement-based  decision  making, 
increased  quality,  improved  processes  and 
so  on. 

After  all,  Six  Sigma  doesn’t  hold  the 
patent  on  those  very  common  corporate 
goals— shall  we  all  just  pitch  out  our  existing 
quality,  valuation  and  process-improvement 
programs? 

No  need,  say  Six  Sigma  boosters.  While 
Six  Sigma  is  clearly  an  alternative  to  broad- 
based  quality  initiatives  such  as  Total  Qual¬ 
ity  Management,  proponents  say  it  works 
just  fine  with  extant  project  management 
software,  CRM,  Balanced  Scorecard  and 
other  operational  and  valuation  methodolo¬ 
gies— if  (and  it’s  a  big  if)  those  methods  and 
measures  are  customer-centric. 

"It’s  important  to  think  of  Six  Sigma  not 


as  a  replacement  for  other  kinds  of  process 
improvement.  You’re  not  throwing  those 
out.  You’re  focusing  more  intently  on  the 
customer  and  the  customer’s  experience  of 
working  with  IT,”  says  Matt  Light,  a  research 
director  at  Gartner. 

Chase  Financial  Services,  for  example, 
uses  Carnegie  Mellon's  Capability  Maturity 
Model  (CMM)  to  improve  the  predictability 
and  quality  of  its  software  development  and 
integration  processes.  That  program  fits  in 
perfectly  with  Six  Sigma,  says  Chase  Finan¬ 
cial  Services  Executive  Vice  President  and 
CIO  Charles  P.  Costa. 

Another  up-and-coming  service-oriented 
quality  program,  the  IT  Infrastructure 
Library,  which  originated  with  the  British 
government,  covers  much  of  the  same 
ground  as  Six  Sigma  but  in  theory  could 
still  be  used  in  tandem  with  Six  Sigma, 
says  Light. 


Any  company’s  existing  project  man¬ 
agement  and  portfolio  management  pro¬ 
grams  should  complement  Six  Sigma's 
quality  and  customer  goals— and  indeed, 
many  PM  vendors  have  begun  including 
Six  Sigma  tools  in  their  software  offerings. 

As  for  CRM,  ERP  and  other  three-letter, 
multiyear  customer  initiatives,  Sun 
Microsystems  is  one  company  that's 
wrung  significant  improvements  from  its 
customer  resource  management  system 
by  applying  Six  Sigma  principles.  "We 
have  already  made  huge  performance 
and  process  advances  in  our  CRM  sys¬ 
tem,”  says  Junaid  Mohiuddin,  program 
manager  and  black  belt  for  worldwide 
CRM  in  Sun’s  Global  Sales  Operations. 
"When  disciplined  Sigma  is  applied  to 
ERP  rollouts  or  infrastructure  improve¬ 
ments,  you  increase  your  chances  of 
success  by  many  factors.”  -T.M. 
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THE  OTHER  SIDE  OF  EMC? 


OUR  SOFTWARE  GIVES  YOU  SOME 
VERY  SMART  CHOICES. 
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To  manage  complexity,  you’ve  got  to  outsmart  it.  EMC  Automated  Networked  Storage™  delivers  the 
software  that  automates  management  of  your  multi-vendor  storage  infrastructure,  including  the  most 
error-prone  tasks  such  as  monitoring  and  provisioning.  Now  you  can  gain  a  unified,  end-to-end  view  of 
your  entire  environment.  Define  your  service  levels.  And  run  an  agile,  active  infrastructure  that  helps  the 
business  pounce  on  opportunity. 

See  how  other  companies  are  using  EMC  Automated  Networked  Storage  to  manage  more 
information  with  less  effort  atwww.EMC.com. 
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IT  Operations 


Six  Sigma  applies  well  to  IT  because  of  the  profession's  focus  on  processes,  says  Raytheon  Air 
craft  CIO  Doug  Debrecht,  citing  testing,  hardware  implementation  and  software  development. 


over  80  data  centers  inside  our  company,” 
says  Ken  Bohlen,  Textron’s  executive  vice 
president  and  chief  innovation  officer.  “We 
used  Voice  of  the  Customer  to  canvass  our 
customer  base  and  ask  some  very  specific 
questions,”  such  as  what  critical  information 
was  stored  where.  By  making  customer  needs 
the  top  priority,  Textron  has  been  able  to  con¬ 
solidate  or  shut  down  40  of  the  data  centers, 
which  were  supporting  legacy  or  underused 
applications.  Bohlen  says  his  long-term  goal 
is  to  get  down  to  five  data  centers. 

While  Six  Sigma  often  helps  organizations 
refine  and  streamline  operations,  the  method¬ 
ology  can  also  be  used  to  leverage  existing  sys¬ 
tems  for  customer  benefit.  Chase  Financial 
Services  formed  a  Six  Sigma  team  to  take  a 
look  at  the  costs  accrued  by  customer  service 
representatives.  The  team  recommended  tech¬ 
nology  changes  to  the  company’s  interactive 
voice-response  system  to  allow  customers  to 
more  easily  find  their  own  answers  to  routine 
questions,  which  in  turn  allowed  service  rep¬ 
resentatives  to  redirect  their  efforts  into  sell¬ 
ing  additional  products. 

Pioneer  CIOs  and  industry  watchers  point 
to  some  best  practices  for  reaping  success  from 
Six  Sigma  in  IT. 

1.  Pick  the  right  people.  Workers  trained  in 
Six  Sigma  techniques  act  like  internal  SWAT 
teams,  coming  together  to  tackle  a  given 
process,  then  breaking  apart  and  reforming, 
often  in  a  different  configuration,  to  under¬ 
take  the  next  challenge.  Depending  on  what 
level  of  Six  Sigma  training  employees  have 
undergone,  they’re  known  as  green  belts, 
brown  belts  or  black  belts,  with  black  belts 
most  often  deployed  to  lead  a  team  or  tackle 


projects  on  their  own. 

It’s  important  to  tap  motivated  employees 
for  training,  which  produces  a  high-perform¬ 
ance  team  and  at  the  same  time  signals  that 
Six  Sigma  is  part  of  an  upward  career  path.  “If 
you  grab  the  C-  and  D-level  players  because 
you  can  spare  them,  you’re  sending  the  wrong 
message,”  says  Textron’s  Bohlen.  “We  started 
with  the  best  and  brightest,  and  showed  that 
[Six  Sigma  training]  accelerated  their  careers. 
Now  I  have  a  waiting  list  of  people  wanting 
to  get  black  belt  training.” 

Be  careful  about  training  people  but  not 
giving  them  a  project  right  away  to  work  on, 
warns  Chase  Financial  Services’  Costa.  “We 
have  found  it  very  beneficial  for  people  to  take 


a  project  with  them  into  training  or  to  start 
something  right  after,”  he  says. 

2.  Don’t  substitute  Six  Sigma  for  thinking. 

For  IT  staffers  particularly,  the  urge  is  strong  to 
first  use  tools  they  know  (that  is,  technology) 
before  dipping  into  untried  methodologies. 
Resist  that  urge,  counsels  Fidelity  Wide  Pro¬ 
cessing’s  Sutton.  “  If  you  j  ust  throw  technology 
at  a  business  problem,  all  you  wind  up  with  is 
a  bad  process  with  new  technology.  If  you 
wring  out  the  process  first,  then  you  can  really 
use  technology  to  move  it  to  a  higher  level.” 

As  a  case  in  point,  Fidelity  Wide  Processing 
used  Six  Sigma  tenets  to  reengineer  its 
inbound,  paper-based,  customer  data  pro¬ 
cessing  operation.  Only  after  gaining  32  per¬ 
cent  improvement  by  streamlining  the  process 
did  Sutton’s  department  start  to  consider  new 
technologies.  The  company  is  currently 
expanding  its  use  of  advanced  character 
recognition  technology  to  speed  processing  of 
customer  data. 

3.  Don’t  be  afraid  to  tinker.  While  the  phi¬ 
losophy  behind  Six  Sigma  is,  or  should  be, 
sacrosanct — focus  on  the  customer,  reduce 
defects,  streamline  and  improve  processes, 
evaluate  continuously — you  needn’t  treat  the 
tactics  and  tools  as  if  they’re  set  in  stone. 


“IT  always  gets  caught  up  in  insatiable 
demands  and  lost  ROI.  Six  Sigma  solves  both 
those  problems.  Six  Sigma  gives  us  a  very 
precise  way  to  demonstrate  the  real  value  of 
technology,  and  it  helps  us  improve  the  way  we 

deliver  that  value.”  -Charles  Costa,  CIO,  Chase  Financial  Services 


68  CIO  DECEMBER  1,  2003  •  www.cio.com 


PHOTO  BY  SCOTT  INDERMAUR 


www.konicaminolta.net 


The  business  of  imaging  is  changing.  Because  now  Konica  and  Minolta  have  come  together  to  create 
Konica  Minolta  Business  Solutions.  It’s  a  merging  of  innovation,  technology  and  R&D  firepower. 
And  a  whole  new  world  of  possibilities. 


Copyright  ©  2003  Konica  Minolta  Business  Solutions  U.S.A.,  Inc. 


IT  Operations 


Many  big  companies,  including  Honey¬ 
well  and  Textron,  have  their  own  internal 
“brands”  of  Six  Sigma  that  have  been  tailored 
to  their  line  of  business  and  oftentimes  com¬ 
bined  with  Lean,  another  manufacturing 
technique  designed  to  weed  out  non-value¬ 
adding  subprocesses.  Other  organizations 
fine-tune  the  DMAIC  model  as  needed. 
Chase  Financial,  for  example,  added  a  step 
called  “implement.” 

At  the  toolset  level,  Raytheon’s  Debrecht 
says  his  teams  have  wide  latitude  when  it 
comes  to  suggesting  which  measures  are 
appropriate  for  which  projects.  “We  use 
brainstorming,  value  mapping,  fishbone  dia¬ 
grams  and  something  we  call  the  ‘five  whys’  to 
help  us  get  to  the  root  cause  of  an  issue,”  he 
says.  Textron’s  Bohlen  gives  that  approach  a 
thumbs-up.  “Six  Sigma  is  a  system  of  tools,” 
he  says.  “There’s  no  prescribed  set.  You  have 
to  determine  what  you  want  to  bring  to  your 
workforce  before  you  choose  your  tools.” 

One  word  of  warning:  A  cautious  CIO 
might  be  tempted  to  try  a  little  bit  of  Six  Sigma 
here  and  there  to  see  if  it  works.  That’s  a  mis¬ 
take,  says  Costa.  “We  tried  too  hard  to  go 
part-time  on  some  of  this  stuff,  so  projects 
were  taking  too  long.  Now  we  try  to  focus 
black  belts  full-time  on  a  project,  and  in  most 
cases  we’re  seeing  between  $1  million  and 
$3  million  in  benefits,”  he  says. 

4.  Don’t  get  bogged  down  in  numbers.  Like 
any  other  measurement-based  system,  Six 
Sigma  can  be  driven  into  the  ground  by  too 
many  numbers.  “All  that  statistical  analysis 
that  the  black  belts  use,  all  those  data  points 
don’t  add  up  unless  you  understand  what 
you’re  measuring,”  says  Gartner’s  Light.  The 
“define”  phase  in  DMAIC  is,  in  his  opinion, 
probably  the  most  important  part  of  the  dis¬ 
cipline,  and  it’s  the  one  that  involves  the  fewest 


Talk  to  Charles  Costa 


Tempted  to  try  a  little  bit  of  Six  Sigma 
here  and  there  to  see  if  it  works? 

Don't,  says  Charles  Costa,  CIO  at 
Chase  Financial  Services.  Part-time  imple¬ 
mentations  don't  work.  Get  more  advice  from 
Costa  in  our  ASK  THE  SOURCE.  To  post 
your  questions  through  Dec.  15,  go  to 
www.cio.com/ask  _ _ _ 

cio.com 


Ready,  Set,  Six 

How  to  introduce  Six  Sigma  to  your  employees 

SIX  SIGMA  IS  EMPHATICALLY  NOT  an  out-of-the-box,  off-the-shelf  solution. 

So  how  can  you  translate  it  for  your  organization? 

EXTERNAL  TRAINING  Many  executives,  such  as  Textron  Chief  Innovation  Officer 
Ken  Bohlen,  tap  one  or  two  key  employees,  send  them  to  Six  Sigma  training  (usually 
for  the  black  belt  or  at  least  green  belt  level)  and  then  set  them  to  work  on  a  couple 
of  key  projects.  Other  executives,  such  as  Fidelity  Wide  Processing  President  Doug 
Sutton,  start  off  by  hiring  one  or  more  Six  Sigma  black  belts  and  let  them  seed  the 
methodology  throughout  the  organization. 

INTERNAL  TRAINING  Large  companies  that  have  made  a  wholesale  commitment 
to  Six  Sigma,  like  Raytheon  Aircraft,  have  their  own  internal  training  centers.  Other 
companies  looking  for  training  either  send  their  employees  out  to  consultants  or 
bring  them  in-house. 

CONSULTANTS  Consultants  tend  to  fall  into  one  of  two  categories.  On  one  end  of 
the  consultant  spectrum  are  large  corporations,  such  as  Honeywell  International, 
Motorola  and  Siemens,  that  embraced  Six  Sigma  themselves  and  then  started  con¬ 
sulting  divisions  to  spread  the  word.  On  the  other  end  are  boutique  management 
consultancies  that  specialize  in  Six  Sigma,  including  Breakthrough  Management 
Group,  George  Group,  Niku,  Six  Sigma  Academy  and  Six  Sigma  Qualtec. 

PROJECT  MANAGEMENT  TOOLS  Finally,  as  Six  Sigma  gains  ground  for  use  in  IT 
and  other  disciplines,  some  software  providers  are  beginning  to  put  Six  Sigma  tools 
and  metrics  in  their  project  management,  service  management  and  statistical  pro¬ 
grams,  including  Corel,  Microsoft,  Primavera  Systems  and  Proxima  Technology.  -T.M. 


metrics.  “Chartering  the  team  and  specifying 
who  the  customers  are  and  defining  what  a 
good  experience  is  and  what’s  a  defect,  that’s 
where  the  value  is,”  he  says. 

“You  can  use  statistics  in  degrees,”  echoes 
Sutton.  “People  hear  ‘measure’  and  they  say, 
‘Oh,  we  gotta  have  a  control  chart.’  But  there 
are  certain  areas  where  we  have  no  control 
charts.  What’s  important  is  the  methodology 
and  how  you  apply  it.” 

® 

How  to  Sell 
Six  Sigma 

For  all  their  enthusiasm,  CIOs  acknowledge 
that  the  most  difficult  aspect  of  Six  Sigma  may 
well  be  trying  to  sell  its  benefits  to  the  rank  and 
file,  many  of  whom  have  lived  through  too 
many  rah-rah  kickoffs  in  the  conference  room 
to  embrace  any  more  management  initiatives. 

Six  Sigma  can  certainly  turn  into  some 
executive’s  pet  leadership  strategy  that’s 


launched  and  forgotten  three  months  down 
the  line.  But  if  it’s  done  right,  practitioners  say, 
Six  Sigma  stimulates  a  fundamental  change  in 
the  way  an  organization  conducts  business 
and  makes  decisions. 

So  what’s  the  best  way  to  introduce  that 
change?  Maybe  not  at  all.  Fidelity  Wide  Pro¬ 
cessing’s  Sutton  is  a  fan  of  the  show-first-tell- 
later  strategy.  When  Six  Sigma  was  new  to  his 
organization,  he  sometimes  shunned  the 
words  Six  Sigma  or  training  or  quality. 

“We  don’t  come  in  with  touchy-feely  train¬ 
ing  and  have  [skeptics]  say,  ‘Oh  yeah,  right, 
Six  Sigma,”’  Sutton  says.  “We  say,  let’s  talk 
about  your  business  problems.  You  need  to 
drive  improvements  in  your  business,  and 
we’re  going  to  show  you  how  to  do  it.” 

And  that,  Sutton  says,  reels  them  in  every 
time.  HE! 


Send  your  comments  on  Six  Sigma  in  IT  to 
tetters@cio.com.  Tracy  Mayor  ( tmayor@comcast.net ) 
is  a  freelance  writer  focusing  on  technology. 
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Any  system  can  store  data. 


You  need  to  store  content. 
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Training  video  is  content.  Seismic  studies  are  content.  And  so  are  CAT 
scan  images,  PDF  files,  audio  clips  and  presentations.  According  to  the 
analysts,  an  avalanche  of  content  is  about  to  land  on  top  of  your  data  center. 
Are  you  ready?  With  a  Sony  PetaSite®  data  tape  library,  you  will  be. 

Sony's  PetaSite  libraries  extend  beyond  terabytes  into  petabytes— to 
keep  abreast  of  your  growing  storage  needs.  SAIT  PetaSite  libraries 
leverage  the  world's  highest  capacity  data  cartridge'— SAIT— to  achieve 
the  highest  storage  density.  So  you  save  precious  data  center  space.  SAIT 
also  offers  the  lowest  tape  cost  per  gigabyte."  So  you  save  money.  Or 
choose  Sony's  DTF-2  PetaSite  libraries,  which  have  lightning-fast  loading 
and  file  access.  So  you  also  save  time. 


Sony  PetaSite  libraries  are  ideal  for  backup,  archiving  and  Hierarchical 
Storage  Management.  Sony  PetaBack®  and  PetaServe®  solutions  give 
you  even  greater  flexibility. 

Sony  PetaSite  libraries.  The  Work  Smart  solution  for  storing  content. 
Work  Smart.  Work  Sony. 

•Source:  Storage  Analytics  Tape  Format  Facts.  1/24/03 
’•Media  comparison  based  on  MSRPs  ot  SAIT,  LTO,  AIT-3  and  SDLT  mid-range  formats  as  featured  in  CDW.  1/23/03 


VISIT  WWW.SONY.COM/DATASYSTEMS  OR  CALL  800-829-7669  FOR 
MORE  INFORMATION  ON  SONY'S  PETASITE  SOLUTIONS. 


SAIT 


PetaSite 

TAPEDRIVES 

SERVE ^ 

©  2003  Sony  Electronics  Inc.  All  nghts  reserved.  Reproduction  in  whole  or  in  part  without  written  permission  is  prohibited.  Features  and  specifications  are  subject  to  change  without  notice.  Sony.  PetaBack.  PetaServe  and  PetaSite  are  trademarks  of  Sony. 
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ORGANIZATION 

Miami-Dade  County 

HEADQUARTERS 

Miami 

USERS 

2.2  million  residents 

30,000  employees 

1,100  IT  employees 

(600  in  central  IT  department,  500 

in  other  county  agencies) 

URL 

www.miamidade.gov 


Access 

Miami 


INTEGRATION  PROBLEM 

Miami-Dade  County  needed  to  merge 
data  and  applications  from  numerous 
legacy  systems  to  enhance  online 
access  to  county  services. 


A  Web  services  strategy  is  opening  the  door  to  integration  among 
the  various  departments  and  agencies  in  Miami-Dade  County 

BY  LAFE  LOW 


THE  PLAYERS 

JUDIZITO 

CIO 

IRAFEUER 

Assistant  Director  of  E-Technologies 


CASE  ANALYST 

WILLIAM  IVES 

Lead  for  KM  Practice,  Accenture 


BAD  GUYS  HAD  BETTER  THINK  TWICE  before 
driving  through  Miami-Dade  County.  Police 
officers  there  will  soon  have  a  powerful  weapon 
in  their  arsenal  with  which  to  identify  fugitives. 
A  Web  services  initiative  will  provide  Miami- 
Dade  officers  immediate  access  to  the  county’s 
criminal  database  as  well  as  to  those  adminis¬ 
tered  by  the  state  and  the  FBI. 

Officers  will  be  able  to  run  a  query  from  lap¬ 
top  computers  installed  in  their  patrol  cars  to 
determine  whether  someone  they  have  pulled 
over  is  a  mere  traffic  violator  or  a  more  serious 
offender.  This  venture  into  Web  services  comes 
as  an  answer  to  Miami-Dade’s  integration  chal¬ 
lenges  and  its  goals  of  expanding  e-government 
services,  enhancing  county  processes  with  tech¬ 
nology,  improving  management  of  IT  resources, 
and  simplifying  and  standardizing  the  IT  envi¬ 
ronment.  (To  read  more  about  Web  services,  see 
our  Web  Services  Special  Report,  Oct.  1,  2003.) 

“Until  we  had  mechanisms  like  Web  services, 


almost  everything  was  done  in  a  point-to-point 
fashion,”  says  Assistant  Director  of  E-Tech- 
nologies  Ira  Feuer,  “which  is  very  expensive 
when  you’re  talking  about  integration.”  Expen¬ 
sive  and  inefficient,  as  the  county’s  developers 
would  have  to  create  custom  applications  to 
facilitate  queries  by  specific  departments.  The 
inefficient  processes  and  lack  of  standardization 
engendered  by  siloed  data  were  the  impetus  for 
the  county’s  IT  mandate  to  standardize  and 
streamline  its  technology  and  processes. 

WANTED: 

INTEGRATED  SYSTEMS 

For  three  months,  Miami-Dade  County  CIO 
Judi  Zito  and  Feuer,  together  with  their  IT  col¬ 
leagues,  searched  for  a  strategy  to  integrate  the 
county’s  myriad  mainframe  systems  and  to 
improve  access  to  the  data  and  processes  that 
had  been  encoded  into  those  mainframes  over 
the  years.  The  county  had  spent  far  too  much 
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Miami-Dade  County  CIO  Judi  Zito  and  Ira 
Feuer,  assistant  director  of  e-technologies, 
say  that  using  Web  services  to  develop 
applications  that  support  county  services 
is  now  the  county’s  key  strategy.  They 
especially  like  the  ability  to  reuse  processes 
and  coded  logic.  “There  are  a  lot  of  unique 
processes  that  have  been  coded  into  the 
mainframe  over  many  years,”  says  Zito. 
“Re-coding  logic  that  we  could  potentially 
be  using  over  and  over  again  just  wasn’t  a 
prudent  approach.” 
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effort  and  expense  on  its  mainframe  plat¬ 
form  and  wanted  to  maximize  its  already 
significant  investment.  In  addition,  the  sta¬ 
bility  and  capacity  of  the  mainframe  made  it 
an  invaluable  part  of  the  county’s  technol¬ 
ogy  infrastructure.  “Believe  it  or  not,  the 
mainframe  is  the  most  reliable  part  of  our 
architecture,”  says  Feuer,  who  is  leading 
Miami-Dade’s  Web  services  transformation. 
“We  can  predict  response  times  pretty  well, 


and  [the  mainframe]  can  handle  the  addi¬ 
tional  workload.” 

TRACKING 
THE  BAD  BOYS 

In  March  2003,  Zito  and  Feuer  hit  on  Web 
services  as  a  potential  answer  to  both  the 
county’s  immediate  and  future  needs.  Feuer 
and  his  staff  had  been  considering  ap¬ 
proaches  to  integration,  including  various 


middleware  components.  They  were  also 
evaluating  a  technology  strategy  for  improv¬ 
ing  county  law  enforcement’s  access  to  a 
criminal  records  database  on  the  mainframe. 
“We  definitely  had  a  problem  in  our  police 
mobile  project  accessing  the  mainframe,” 
Feuer  says.  The  county’s  criminal  justice 
database  was  an  old  system  that  didn’t  per¬ 
mit  relational  queries,  like  those  needed  to 
access  multiple  systems  to  cross-reference 
county,  state  and  federal  databases. 

At  that  same  time,  the  head  of  program¬ 
ming  for  Miami-Dade’s  criminal  justice  sys¬ 
tem  reported  to  Feuer  that  it  would  take 
eight  man-years  to  encode  the  old  database 
with  all  the  necessary  protocols  to  achieve 
the  desired  results.  “That’s  when  we  real¬ 
ized  we  had  a  big  problem,”  Feuer  says, 
“because  obviously  we  didn’t  have  eight 
years  to  pull  off  this  project.”  Feuer  and  his 
team  regrouped,  reexamined  the  problem 
and  came  back  with  Web  services  as  a  devel¬ 
opment  solution. 

The  county  mandate  to  streamline  serv¬ 
ices  and  standardize  the  technology  land¬ 
scape,  combined  with  the  urgency  of  getting 
the  police  department’s  database-access  proj¬ 
ect  up  and  running  as  quickly  as  possible, 
helped  steer  Zito  and  Feuer  more  quickly 
toward  Web  services.  “We  were  going  to 
[use  Web  services  as  an  integration  platform] 
in  the  next  fiscal  year,  but  the  police  access 
project  moved  it  up,”  Feuer  says. 

The  ability  to  develop  applications  as  Web 
services  and  share  those  applications  with 
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multiple  departments,  to  reuse  processes  and 
coded  logic,  as  well  as  to  conform  to  emerg¬ 
ing  industry  standards  such  as  simple  object 
access  protocol  and  XML,  were  also  signifi¬ 
cant  reasons  for  choosing  the  technology. 
“There  are  a  lot  of  unique  processes  that 
have  been  coded  into  the  mainframe  over 
many  years,”  says  Zito.  “Re-coding  logic 
that  we  could  potentially  be  using  over  and 
over  again  just  wasn’t  a  prudent  approach.” 
Using  Web  services  to  develop  applications 
that  support  county  services  is  now  a  key 
strategy  for  Miami-Dade,  say  both  Zito  and 
Feuer,  and  it  will  be  an  ongoing  process. 

The  police  department’s  application  came 
at  a  provident  time,  as  that  type  of  system 
had  similar  technological  and  process 
requirements  to  those  being  considered  by 
Zito  and  Feuer  to  satisfy  their  countywide 
strategy.  “We  were  looking  at  Web  services 
as  an  integration  point  between  disparate 
architectures  like  .Net  and  J2EE,”  says 
Feuer.  “I  was  trying  to  get  ahead  of  the 
curve  to  integrate  those  two  architectures, 
so  I  was  researching  Web  services.  I  see  it  as 
a  mechanism  to  allow  us  to  share  data 
between  disparate  systems  and  get  informa¬ 
tion  from  multiple  sources.” 

That’s  just  how  the  police  department’s 
information  access  system  will  work.  Once  a 
police  officer  has  detained  an  individual,  he 
can  use  the  vehicle-mounted  laptop  computer 
to  execute  a  query.  That  query  will  spawn 
another  query  with  Florida’s  statewide  sys¬ 
tem  and  still  another  to  an  FBI  database, 
known  as  the  National  Crime  Information 
Center.  After  checking  all  these  databases,  the 
system  will  quickly  return  a  consolidated 
response  to  inform  the  officer  whether  he  has 
detained  someone  who  was  simply  driving 
too  fast  or  is  a  wanted  fugitive.  The  police 
department  application  is  expected  to  be  up 
and  running  by  March  2004. 

The  first  Web  services  application  that 
Miami-Dade  put  into  service  was  an  appli¬ 
cation  for  issuing  storm-panel  permits,  pre¬ 
pared  for  the  building  department.  This  was 
another  speedy  development  effort,  taking 
slightly  more  than  three  months,  as  Feuer 
and  his  developers  pushed  to  get  the  appli- 


ALL  THE  RIGHT  MOVES 

BY  WILLIAM  IVES 

WEB  SERVICES  OFFERS  one  of  today’s  best  means  of 
providing  low-cost  IT  integration,  a  capability  that  is  coming 
just  in  time,  as  layer  upon  layer  of  applications,  information 
and  processes  build  up  within  organizations.  With  its  size, 
multiple  roles,  ever-accumulating  records,  requirement  for 
integration  across  multiple  points  and  obligation  to  serve 
multiple  constituencies— government  to  citizen,  govern¬ 
ment  to  business,  government  to  government  and  govern¬ 
ment  to  employee— government  is  a  great  place  to  use  Web 
services.  And,  with  this  robust  set  of  needs,  it  is  not  surpris¬ 
ing  that  a  recent  Accenture  study  found  that  60  percent  of 
top  government  executives  rate  Web  services  as  a  high 
priority,  which  is  higher  than  any  other  market  group. 

The  temptation,  however,  is  to  lead  with  a  technology  and 
then  focus  on  exploring  its  new  capabilities.  Miami-Dade 
County  seems  to  have  successfully  resisted  this  urge  and  is  leading  with  business 
processes  and  building  applications  that  demonstrate  a  wide  range  of  organizational 
value  rather  than  new  technical  features.  What  better  way  to  lead  applications  than 
by  providing  police  officers  in  the  field  the  ability  to  quickly  determine  if  a  driver  is  a 
first-time  offender,  a  criminal  on  the  run  or  a  potential  terrorist,  or  enabling  contrac¬ 
tors  access  to  storm  protection  permits  online,  available  during  hurricane  season. 

This  alignment  with  critical  business  processes  continues,  as  Miami-Dade  devel¬ 
opers,  reexamining  the  processes  themselves,  consider  new  Web  services  applica¬ 
tions.  In  1984, 1  had  the  privilege  of  producing  a  promotional  video  for  a  mainframe 
vendor  that  featured  the  leading-edge  use  of  innovative  office  automation  to  promote 
interagency  integration.  The  site  was  what  is  now  known  as  Miami-Dade  County. 
Twenty  years  later,  they  seem  to  be  still  making  all  the  right  moves  in  this  space. 


William  Ives  is  the  lead 
for  the  knowledge 
management  practice  in 
the  human  performance 
service  line  within 
Accenture.  He  can  be 
reached  at  s.  william. ives 
@accenture.com. 


cation  online  before  hurricane  season  kicked 
into  high  gear,  which  is  when  the  county  sees 
a  high  demand  for  these  permits. 

To  get  the  application  into  service  as 
quickly  as  they  did,  Feuer  and  his  staff  used 
ClientSoft’s  ServiceBuilder  software  and 
worked  with  a  consultant  from  ClientSoft, 
following  a  straightforward  process.  First, 
they  loaded  and  configured  ServiceBuilder 
onto  the  mainframe  that  housed  the  legacy 
database.  Next,  they  created  a  Web  services 
application  using  ServiceBuilder’s  develop¬ 
ment  toolkit.  Then,  they  developed  the 
storm-panel  permit  application  that  would 
consume  the  Web  service.  Finally,  they 
developed  a  front  end  that  tied  into  XML 


transaction  process  data  and  put  that  appli¬ 
cation  out  through  the  existing  Miami-Dade 
Web  portal.  This  basic  procedure  is  what 
Feuer’s  developers  will  follow  for  forth¬ 
coming  applications. 

After  the  permitting  application  went  live 
in  July,  the  building  department  processed 
24  contractor  permits  that  month  and  20 
more  in  August,  generating  more  than 
$2,000  in  revenue  for  the  department.  Those 
numbers  may  seem  somewhat  small  for  a 
county  the  size  of  Miami-Dade,  but  Feuer 
admits  that  once  the  hurricanes  start  rolling, 
many  contractors  don’t  even  bother  apply¬ 
ing  for  permits.  “They  just  put  up  panels 
and  hope  for  the  best,”  he  says.  Feuer  con- 
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Better  Performance.  Better  Price. 

The  smartest  way  to  run  your  network 
is  also  the  smartest  way  to  run  your  business. 


PowerConnect  5224 
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POWERCONNECT  "  2124*  SWITCH  ■  MEW  POWERCONNECT  ”  3348*  SWITCH 


Scalable,  Affordable  Unmanaged  Switch 

•  24  Fast  Ethernet  Ports  Plus  1  Copper  Gigabit  Port 

•  1  Gigabit  Port  for  High  Speed  Connectivity  to  a  Server 

•  1-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 


E-VALUE  Code:  20283-  S11202 


Recommended  Upgrade: 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  add  $49 


Stackable,  Enterprise  Class  Managed  Switch 

•  48  Fast  Ethernet  Ports  Plus  2  Built-In  Gigabit  Uplinks 

•  Multi-Layer  Traffic  Classification  at  Layers  2,  3,  and  4 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 


*949 


as  low  as  $26/mo„  (46  pmts3") 

E-VALUE  Code:  20283-  S11209 


Recommended  Upgrade: 

•  3-Yr  Same  Day  4-Flour  Response  24x7  Advanced  Exchange 
Service,52  add  $199 


Its  a  Dell,  so  you  know  you're  going  to  save  money.  But  let's  talk 
performance.  From  standard  Fast  Ethernet  to  high-speed  Gigabit  Ethernet 
over  copper  or  fiber,  Dell  PowerConnect  switches  are  designed  to  offer  full 
wire-speed  and  non-blocking  performance.  Recent  Tolly  lab  tests  confirmed 
that  the  Dell  PowerConnect  3348  outperformed  industry  leaders  by  as  much 
as  48%.  Plus,  PowerConnect  switches  are  highly  interoperable,  scalable  and 
perfect  for  building  a  first-time  network  or  expanding  an  existing  one.  So 


POWERCONNECT™  5212*  SWITCH 


High-Performance,  All-Gigabit  Managed  Switch 

•  12  Copper  Gigabit  Ports  Plus  4  SFP  Fiber  Uplinks 

•  Layer-3  Aware  Class  of  Service  Prioritization 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 

^  ^  as  low  as  $32/mo (46  pmts.30) 
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Recommended  Upgrade: 

•  3-Yr  Same  Day  4-Flour  Response  24x7  Advanced  Exchange 
Service52  add  $299 


POWERCONNECT  ”  5224*  SWITCH 


High-Performance  All-Gigabit  Managed  Switch 

•  24  Copper  Gigabit  Ports  Plus  4  SFP  Fiber  Uplinks 

•  Layer-3  Aware  Class  of  Service  Prioritization 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 

as  low  as  $54/mo.,  (46  pmts.30) 

8 Him  E-VALUE  Code:  20283-S11219 

Recommended  Upgrade: 

•  3-Yr  Same  Day  4-Flour  Response  24x7  Advanced  Exchange 
Service?2  add  $299 


bring  Dell's  cost-saving,  one-of-a-kind  performance  to  your  LAN  and  start 
playing  on  a  field  where  the  advantage  is  yours. 


Dell  PowerConnect  3348  Outperforms  the  Cisco  Catalyst  2950  by  48%  and 
3COM  SuperStack  3  Switch  4400  by  30%  in  Layer  2  Throughput  Tests  ' 

Tolly  Group  Report  #203116  -  September  2003 
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siders  the  application  a  success,  and  credits 
its  rapid  availability  and  ease  of  use  with 
encouraging  contractors  to  follow  procedure 
and  apply  for  permits  before  battening 
down  the  hatches. 

IN  LINETO  GO  ONLINE 

During  the  next  six  months,  Feuer  expects 
to  have  up  to  four  applications  under  devel¬ 
opment  using  Web  services,  possibly  includ¬ 
ing  the  background  integration  for  a  3 1 1 
county  information  call  center.  It  will  fea¬ 
ture  numerous  integration  points,  or  con¬ 
nections,  between  the  Web-based  front  end 
and  the  mainframe,  says  Feuer,  as  each  call 


must  be  routed  not  only  to  the  appropriate 
agency  but  also  to  the  appropriate  legacy 
application  within  that  agency. 

For  example,  if  a  resident  wants  to  con¬ 
tact  the  county  to  schedule  a  bulky  waste 
pickup,  he  can  access  a  request  form,  avail¬ 
able  through  Miami-Dade’s  Web  portal.  But 
the  scheduling  and  tracking  application  for 
sanitation  department  vehicles  resides  on  the 
mainframe.  Establishing  a  reliable,  efficient 
connection  between  those  two  points  is 
where  Feuer  plans  to  put  Web  services  to 
work.  “We’ve  got  a  Web-based  front  end 
and  an  old  legacy  application,  so  that  inte¬ 
gration  point  will  be  done  through  Web 
services,”  he  says. 

To  determine  which  applications  to 
develop  next,  Feuer  and  Zito  have  been 
meeting  with  IT  staff  members  and  depart¬ 
ment  heads  from  other  county  agencies  to 
hear  which  projects  they  will  be  requesting 
and  to  determine  whether  Web  services 
would  be  the  appropriate  tool  for  the  job. 


“We  expose  the  technical  staff  from  those 
departments  to  the  concept  of  Web  services 
and  what  it  could  do  for  them,”  Feuer  says. 
After  department  leaders  have  presented  lists 
of  potential  projects  and  those  projects  are 
approved  and  funded,  they  go  through  a 
technical  review  with  Feuer  and  his  staff.  “If 
Web  services  is  the  best  fit,  we’ll  recommend 
that  for  a  project,”  he  adds. 

Feuer  is  also  looking  across  all  county 
departments  to  determine  the  functions  and 
applications  for  which  there  is  the  most 
widespread  need,  such  as  a  property  tax 
application  that  could  be  used  by  numerous 
county  agencies.  Fie  also  expects  some  of 


the  next  applications  to  be  focused  on  facil¬ 
itating  county  employee  self-service,  includ¬ 
ing  access  to  personnel,  payroll,  and  time 
and  leave  systems. 

To  enable  this  ongoing  development,  Zito 
plans  to  reallocate  staff  and  establish  select 
developers  for  a  special  Web  services  group 
to  provide  development  support.  So  far, 
Miami-Dade  has  invested  approximately 
$400,000  in  its  Web  services  development. 
Of  that,  $150,000  came  from  the  police 
department  database-access  project  budget, 
and  $250,000  from  existing  training  and 
consulting  budgets. 

Feuer  and  Zito  report  that  there  haven’t 
been  any  major  technological  obstacles.  The 
greater  issues  have  been  and  will  continue  to 
be  retraining  and  reallocating  staff  and 
responsibilities.  Those  issues  will  play  a  major 
part  in  their  efforts  to  bolster  the  Web  services 
development.  “The  approach  is  bringing  peo¬ 
ple  in  for  projects  and  training  them,”  Zito 
says.  “It’s  going  to  take  place  on  a  project- 


by-project  basis.”  She  plans  to  strengthen 
Feuer’s  staff  so  that  it  can  serve  as  a  support 
unit  to  other  developers  within  the  county’s 
IT  department  and  at  other  county  agencies. 

As  the  county  gets  deeper  into  Web  serv¬ 
ices  development,  Feuer  also  plans  to  deploy 
Web  services  monitoring  and  testing  tools. 
“We  want  to  know  when  things  are  breaking, 
why  they’re  breaking  and  how  they’re  break¬ 
ing  so  that  we  can  troubleshoot  them  quickly 
and  fix  them,”  he  says.  He  expects  to  have 
such  tools  in  place  by  the  end  of  this  year. 

While  integrating  the  county’s  legacy  sys¬ 
tems  and  more  efficiently  merging  data  are 
the  primary  motivators  for  Feuer’s  move  to 
Web  services,  he  is  determined  to  examine 
every  step  closely  before  taking  it.  “We’re 
not  just  accepting  on  face  value  that  every¬ 
thing  is  hunky-dory  with  the  mainframe 
legacy  systems,”  he  says.  “If  we  see  there’s  a 
problem  and  it  might  be  beneficial  to  just 
do  away  with  the  mainframe,  then  we’ll 
make  that  recommendation.” 

Still,  Web  services  is  proving  to  be  the 
most  efficient  and  expedient  platform  with 
which  to  get  existing  data  and  processes 
online.  “A  lot  of  these  agencies  have  a  lot 
of  legacy  systems,  and  they  want  to  expose 
[data]  to  the  Internet,  and  we  think  Web 
services  is  the  fastest  and  most  efficient  way 
to  do  it,”  Feuer  says.  The  ability  to  develop 
once  and  use  many  times  is  another  com¬ 
pelling  aspect.  “A  lot  of  the  Web  services 
created  for  one  department  can  be  used  and 
shared  with  other  departments,”  he  adds. 
The  property  tax  application  is  a  good 
example  of  one  with  appeal  to  numerous 
county  government  agencies. 

Using  Web  services  to  extract  processes 
from  its  mainframe  systems  is  helping 
Miami-Dade  County  get  more  bang  from 
its  mainframe  bucks.  “It  extends  the  life  of 
legacy  systems.  There  are  a  lot  of  business 
processes  embedded  in  those  legacy  systems. 
To  rewrite  those  would  take  many  years,” 
says  Feuer.  “We  have  a  lot  of  very  good 
legacy  systems,  and  we  want  to  leverage 
those  as  much  as  possible.”  H0 


E-mail  Features  Editor  Late  Low  at  tlow@cio.com. 


“Until  we  had  mechanisms  like  Web 
services,  almost  everything  was  done 
in  a  point-to-point  fashion,  which  is 
very  expensive  when  you’re  talking 
about  integration.” 

-IRA  FEUER,  ASSISTANT  DIRECTOR  OF  E-TECHNOLOGIES,  MIAMI-DADE  COUNTY 
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The  adoption  of  RFID  technology  is  inevitable.  Its  transformational 
promise,  huge.  But  the  success  of  RFID  in  your  business  depends  on 
your  infrastructure.  Here's  what  you  need  to  add  to  your  holiday  to-do  list. 

BY  MERIDITH  LEVINSON 

Not  a  day  goes  by  that  7-Eleven  CIO  Keith  Morrow  doesn’t  dream 
about  RFID  technology.  Like  most  CIOs  in  the  retail  industry,  he 
believes  that  widespread  RFID  adoption  is  a  sure  thing  and  that  the 
technology— which  some  day  will  enable  him  to  track  every  single  product, 
from  manufacture  to  checkout  (and  possibly  beyond),  that  the  $33  billion 
convenience  store  chain  sells— will  revolutionize  his  business.  He  also 
knows  that  the  biggest  names  in  global  retailing— Carrefour,  Gillette,  Home 
Depot,  Marks  &  Spencer,  Metro  AG,  Procter  &  Gamble,  Tesco  and  Wal- 
Mart— are  all  lining  up  behind  it.  And  with  the  holiday  shopping  season 
looming  (a  season  coming  in  a  stagnant  economy  that’s  been  squeezing 
retailers  dry,  forcing  them  to  discount  merchandise  deeply  in  order  to  turn 
it),  Morrow  can’t  help  thinking  about  RFID’s  promise  of  absolute  inventory 
control,  consequent  cost  reductions  and  increases  in  margin. 


Reader  ROI 

►  The  economic  factors 
leading  to  widespread 
RFID  adoption 

►  Howto  cope  with  all 
that  data 

►  Howto  prepare  your  sys¬ 
tems  for  RFID  technology 
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According  to  7-Eleven  CIO 
Keith  Morrow,  RFID  will 
require  gulps  “of  bandwidth 
and  access  and  storage  such 
as  we've  never  contemplated 


Retail 


But  to  realize  those  savings  and  profits 
before  the  competition,  to  roll  out  the  thou¬ 
sands  of  RFID  readers  and  the  millions  of 
RFID  tags  that  will  give  7-Eleven  Superman¬ 
like  vision  into  its  supply  chain,  Morrow  has 
had  to  devote  himself  to  RFID  full  time.  He 
campaigns  internally  for  top-level  support  for 
RFID  by  demonstrating  the  wonders  of  the 
technology  at  the  tech  fairs  he  mounts  annu¬ 
ally  for  his  business  colleagues.  And  for  the 
past  two  years,  he  has  been  conducting  pilots 


to  figure  out  the  cost  of  a  full-fledged  RFID 
implementation,  its  potential  ROI  and  the 
impact  of  the  technology  on  7-Eleven’s  exist¬ 
ing  systems. 

Because,  as  he  and  everyone  else  knows,  the 
cost  will  be  high  and  the  impact  will  be  huge. 

RFID’s  Challenge 

RFID  technology  is  going  to  generate  moun¬ 
tains  of  data  about  the  location  of  pallets, 


cases,  cartons,  totes  and  individual  products  in 
the  supply  chain.  It’s  going  to  produce  oceans 
of  information  about  when  and  where  mer¬ 
chandise  is  manufactured,  picked,  packed  and 
shipped.  It’s  going  to  create  rivers  of  numbers 
telling  retailers  about  the  expiration  dates  of 
their  perishable  items — numbers  that  will 
have  to  be  stored,  transmitted  in  real-time  and 
shared  with  warehouse  management,  inven¬ 
tory  management,  financial  and  other 
enterprise  systems.  Applications  of  RFID  tech¬ 
nology  are  also  going  to  need  to  rely  on  a  new 
kind  of  computing  architecture  known  as 
edge  computing,  in  which  vast  amounts  of 
processing  will  take  place  at  the  edges  of  the 
enterprise’s  network  rather  than  in  corporate 
data  centers. 

RFID,  experts  agree,  is  a  transformational 
technology. 

“If  this  goes  all  the  way  to  the  product 
level,”  says  Morrow,  “RFID  will  require  lev¬ 
els  of  bandwidth  and  access  and  storage  such 
as  we’ve  never  contemplated.” 

And  even  though  a  variety  of  technical,  eco¬ 
nomic  and  social  issues  (see  “Retailers  to  Cus¬ 
tomers,”  this  page,  and  “Customers  to 
Retailers,”  Page  82)  are  currently  inhibiting 
widespread  RFID  adoption,  CIOs  are  keep¬ 
ing  close  tabs  on  its  development.  Whether 
they’re  contemplating  implementing  RFID 
technology  now,  in  18  months  or  in  three 
years,  whether  they’re  thinking  at  the  pallet, 
case  or  item  level,  they  realize  now’s  the  time 
to  begin  assessing  the  changes  they  will  need  to 
make  to  their  IT  infrastructures.  They  know 
that  the  future  success  of  RFID  will  hinge 
upon  how  well  they  prepare  the  ground  now. 

“RFID  has  some  prerequisites,”  says  Bill 
Homa,  CIO  of  Hannaford  Bros.,  a  New  Eng¬ 
land  grocery  store  chain.  “People  are  getting 
the  impression  from  reading  the  trade  press 
that  RFID  solves  all  your  supply  chain  prob¬ 
lems.  If  you  have  a  pretty  good  supply  chain 
now,  RFID  will  make  it  better.  If  you’re  not 
able  to  accept  advanced  shipping  notices  elec¬ 
tronically  and  match  them  with  your  purchase 
order,  RFID  isn’t  going  to  help  you.  ” 

So  executives  such  as  Homa,  Morrow,  Kath¬ 
leen  Starkoff  of  Limited  Brands,  and  Saks’s 
Bill  Franks  are  positioning  their  companies, 


Retailers  to  Customers: 

Oops,  Never  Mind 

Some  companies  have  second  thoughts  about  RFID 


PUBLIC  CONCERN  ABOUT  RFID  technology’s  potential  for  compromising  con¬ 
sumer  privacy  recently  caused  some  retailers  to  scale  back  their  plans. 

Last  March,  Royal  Philips  Electronics  announced  that  it  would  provide  Benetton, 
the  retailer  that  has  always  marketed  itself  as  socially  conscientious,  with  RFID- 
enabled  “smart  labels”  to  put  in  its  clothing.  Philips  also  announced  that  clothing 
manufactured  under  Benetton  brand  Sisley  already  had  been  fitted  with  RFID- 
enabled  labels.  For  Benetton,  which  has  been  hurting  financially  for  the  past  sev¬ 
eral  years  and  has  gone  through  several  management  changes,  RFID  held  the 
promise  of  helping  the  company  win  back  shareholder  confidence  by  improving 
supply  chain  efficiency. 

Within  days  of  Philips’s  announcement,  privacy  advocates  were  organizing  a  boy¬ 
cott.  Three  weeks  later,  Benetton  released  a  statement  denying  that  any  of  its  clothing 
had  been  tagged  and  declaring  that  it  had  not  undertaken  any  studies  in  preparation 
for  an  RFID  rollout.  The  company  has  since  declined  to  discuss  its  RFID  plans. 

Wal-Mart  and  Gillette  also  scaled  back  an  RFID  pilot  this  year  after  encountering 
negative  public  reaction.  The  companies  had  planned  to  tag  individual  packs  of 
razors.  Brett  Kinsella,  general  manager  of  the  supply  chain  management  group  for 
IT  consultancy  Sapient,  says  that  Wal-Mart  and  Gillette  did  not  cancel  the  RFID 
pilot  because  of  PR  concerns  but  because  of  the  “hurdles,  both  technical  and  orga¬ 
nizational,  that  make  [item-level  tagging]  a  harder  implementation  to  do  in  the  near 
term,"  he  says. 

Ironically,  in  Europe,  where  citizens  and  corporations  are  more  concerned  with 
personal  privacy  than  they  seem  to  be  in  America,  and  where  more  government 
legislation  exists  to  protect  customer  data,  Metro  AG  and  Tesco  are  much  further 
along  in  RFID  trials  than  are  American  retailers.  In  spite  of  protests  outside  their 
stores,  they’ve  already  implemented  RFID  at  the  pallet  and  case  level.  Metro  AG  has 
started  to  tag  some  items  in  select  stores  in  Germany,  and  Tesco  undertook  a  con¬ 
troversial  pilot  involving  tags  on  Gillette  razor  blades  in  conjunction  with  closed- 
circuit  TV  cameras  on  shelves.  The  cameras  would  snap  a  photo  of  a  consumer  and 
stored  it  in  a  database  each  time  he  picked  a  pack  of  blades  off  a  shelf.  -M.L. 
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through  pilots  and  feasibility  studies,  to  take 
advantage  of  the  technology,  and  they’re  trying 
to  do  so  without  breaking  the  bank  and  without 
having  to  overhaul  their  infrastructures. 

RFID  Today 

The  buzz  about  RFID  may  make  it  sound  like 
the  new,  new  thing,  but  the  technology  dates 
back  to  World  War  II.  According  to  Bill  Allen, 
marketing  manager  for  Texas  Instruments  RFid 
Systems,  the  technology  first  was  used  in  the 
1 940s  to  identify  ships  and  airplanes  as  friend  or 
foe.  What’s  new  about  it  is  that  it’s  becoming 
cheap  enough  to  put  on  pallets  and  cases  of  mer¬ 
chandise,  says  John  Parkinson,  chief  technolo¬ 
gist  for  Cap  Gemini  Ernst  &  Young.  Today,  tags 
cost  between  25  and  30  cents,  down  from 
40  cents  last  year.  And  as  the  price  falls,  more 
applications  are  developed. 

Even  if  it’s  just  applied  to  pallets,  cases  and 
cartons  of  merchandise,  RFID  will  cut  ware¬ 
house  and  distribution  costs — some  3  percent 
to  5  percent  of  retailers’  revenue — according 
to  management  consulting  firm  Kurt  Salmon 
Associates.  Readers  placed  throughout  ware¬ 
houses  will  pick  up  signals  from  tags  without 
the  need  for  a  human  to  point  a  scanner  at  the 
tag,  which  is  the  way  it’s  currently  done  with 
bar  codes.  This  will  enable  retailers  to  reduce 
warehouse  and  distribution  center  staff. 

RFID’s  fans  also  claim  that  it  will  help  solve 
some  of  the  most  complex  and  costly  prob¬ 
lems  in  retailing,  including  loss  and  theft  of 
merchandise  (which  Parkinson  says  cost  the 
industry  an  estimated  $30  billion  a  year)  and 
out-of-stocks,  which  cost  grocery  stores  as 
much  as  4  percent  of  their  revenue.  Armed 
with  more  accurate  information  about  what’s 
on  their  shelves,  in  their  stock  rooms  and  on  its 
way  from  factories  or  distribution  centers, 
retailers  will  be  able  to  make  out-of-stocks  the 
exception  rather  than  the  rule,  and  that  in  turn 
will  enable  them  to  sell  more,  satisfy  demand, 
improve  service  and  increase  inventory  turns. 

For  example,  with  tags  on  cases  of  wine 
that  transmit  information  about  their  loca¬ 
tion,  bottlers  and  retailers  will  know  whether 
their  products  have  arrived  at  their  destina¬ 
tions.  If  a  case  of  Chianti  gets  picked  off  a  truck 


Customers  to  Retailers: 
Take  Us  Seriously 

Privacy  advocates  turn  up  the  pressure 


FEW  CIOs  BELIEVE  privacy  concerns  will  derail  RFID  technology.  They  argue  that 
RFID  tags  can  be  disabled  in  a  variety  of  ways,  including  a  device  that  can  render  the 
tag  permanently  inactive  through  a  “kill  command"  once  it  has  served  its  purpose. 
They  point  out  that  because  most  tags  don’t  have  a  read-range  beyond  three  feet, 
they’d  be  pretty  useless  for  snooping  or  tracking.  (Of  course,  that  range  will  grow. 

In  fact,  readers  in  tests  already  have  picked  up  signals  from  as  far  as  30  feet  away.) 

But  these  arguments  don’t  wash  with  Katherine  Albrecht,  founder  and  director  of 
Caspian  (Consumers  Against  Supermarket  Privacy  Invasion  and  Numbering).  The 
issue,  she  argues,  is  that  readers  can  be  hidden,  and  personal  objects— be  they 
clothing  or  breath  mints— can  be  detected  on  a  person  without  their  knowledge 
and,  of  course,  without  their  permission.  That,  she  says,  is  an  infringement  on  pri¬ 
vacy.  People,  Albrecht  maintains,  ought  to  have  a  say  in  whether  they  want  their 
items  tagged,  and  they  should  definitely  be  informed  of  the  presence  of  readers. 

About  78  percent  of  people  polled  by  the  Auto-ID  Center  at  MIT  agreed  with 
Albrecht.  (This  Internet-based  survey  was  confidential  and  released  only  to  Auto-ID 
Center  sponsors.  CIO  obtained  a  copy  through  Caspian.)  "When  78  percent  of  peo¬ 
ple  get  together  and  lobby  on  this,  you’re  going  to  see  legislation,”  Albrecht  says. 
"The  message  to  retailers  is  tread  with  caution." 

At  least  one  company  is  doing  just  that.  U.K. -based  retailer  Marks  &  Spencer 
reached  out  to  Caspian  for  help  in  finding  ways  to  prevent  RFID  abuses.  While 
Caspian  does  not  support  the  item-level  trial  Marks  &  Spencer  is  planning, 

Albrecht  says  the  company  is  "doing  a  bang-up  job  addressing  privacy  concerns." 
It’s  not,  for  example,  putting  RFID  readers  in  any  public  spaces,  such  as  parking 
lots,  and  it’s  not  hiding  them.  It’s  using  portable  readers  that  can  be  rolled  into  a 
back  room  once  the  store  closes.  Marks  &  Spencer  is  also  not  building  readers  into 
shelves,  so  there’s  no  in-store  surveillance. 

If  retailers  fail  to  consider  these  concerns,  they  may  end  up  wasting  money  on 
pilots  and  deployments  if  legislation  passes  preventing  item-level  tagging.  How¬ 
ever,  if  retailers  take  these  issues  seriously,  they’ll  reduce  the  risk  of  the  govern¬ 
ment  banning  item-level  RFID,  and  they’ll  be  prepared  to  leverage  the  technology 
when  the  time  is  right.  -M.L. 


by  a  hijacker  or  swiped  from  a  distribution 
center  or  simply  lost,  retailers  will  know 
approximately  when  and  where  it  happened 
and  will  be  able  to  hold  truck  drivers  and 
distribution  center  managers  accountable. 
“Smart”  shelves  and  stores  outfitted  with 
readers  will  know  exactly  where  merchandise 
is  located  throughout  the  store  and  will  alert 
staff  when  shelves  need  to  be  restocked  or 
merchandise  needs  to  be  reordered — before 


customers  pick  shelves  clean. 

Indeed,  the  ROI  on  these  kinds  of  RFID 
applications  is  so  promising  that  Wal-Mart, 
the  800-pound  wholesaling  gorilla,  issued  a 
ukase  last  July  demanding  that  its  top  100 
suppliers  put  RFID  tags  on  all  their  pallets, 
cases,  cartons  and  high-margin  items  by  Jan¬ 
uary  2005.  (The  Department  of  Defense 
issued  a  similar  announcement  last  October, 
requiring  its  suppliers  to  tag  all  pallets  and 
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cases  by  2005.)  Action  on  the  RFID  front  has 
grown  much  more  intense  for  retail  CIOs 
since  Wal-Mart  made  this  announcement. 
(See  “The  Wal-Mart  Factor,”  Page  86.) 

Truly  universal  adoption  and  implementa¬ 
tion  of  RFID  technology  depend  on  the  cost 
of  tags  dropping  to  a  nickel,  a  level  analysts 
believe  will  be  achieved  in  three  to  five  years. 
Once  that  happens,  it  will  be  possible  (and 
profitable)  to  tag  every  pack  of  Dentyne  and 
every  box  of  Ronzoni  Rigatoni.  Until  then, 
item-level  tagging  is  more  realistic  for  high- 
margin  items,  such  as  consumer  electronics, 
jewelry  and  haute  couture.  A  Best  Buy  or  a 
Gucci  can  easily  justify  the  cost  of  putting  a 
3  0  cent  tag  on  a  $  1 ,000  sound  system  or  $25 0 
silk  shirt  if  that  tag  will  help  track  lost  mer¬ 
chandise  and  prevent  theft. 

While  RFID  may  present  a  compelling 
value  proposition  to  retailers  that  sell  high- 
ticket  merchandise  or  that  wish  to  tag  at  the 
case,  carton  or  pallet  level,  there  are  technical 
obstacles  to  widespread  adoption  that  still 
need  to  be  overcome.  For  example,  the  radio 
waves  by  which  tags  communicate  are 
absorbed  by  liquids  and  distorted  by  metal, 
making  RFID  useless  for  tracking,  say,  cans 
of  orange  juice.  (The  Auto-ID  Center  at  MIT 
is  working  to  fix  these  problems.) 

More  important,  to  prepare  their  stores  for 
RFID,  CIOs  need  to  take  a  long,  hard  look  at 
their  IT  infrastructures. 


“If  you  deploy  RFID  technology  without  thinking  it  through  and  without  optimizing  your  infrastruc¬ 
ture,  you  can  see  where  the  ROI  would  just  dissipate,”  says  Limited  Brands  CTO  Kathleen  Starkoff. 


RFID  Storage: 

An  Avalanche  of  Data 

Limited  Brands  CTO  and  Group  Vice  Presi¬ 
dent  Starkoff  believes  the  influx  of  data  that 
RFID  will  generate  will  force  CIOs  to  rethink 
their  data  warehousing  strategies,  much  as 
she’s  doing  at  her  company.  CIOs  will  have 
to  get  smarter  about  what  they  store  and  how 
they  store  it.  They’ll  have  to  measure  the 
data’s  ROI  and  decide  what  should  be  trashed 
and  what  should  be  saved  based  on  the  data’s 
age  and  the  cost  of  storing  and  retrieving  it. 
“We’ll  get  rid  of  some  data  that  we’ve  been 
storing  that  maybe  doesn’t  have  the  return,” 
says  Starkoff. 

She  adds  that  the  determination  of  what 


data  to  retain  will  be  tied  directly  to  business 
processes.  For  example,  once  an  item  is  sold,  a 
company  may  want  to  retain  data  indicating 
that  fact,  but  it  may  want  to  purge  the  RFID¬ 
generated  supply  chain  data  about  the  item’s 
journey  from  the  factory  plant  to  the  store. 

Starkoff  also  thinks  that  CIOs  may  find 
relief  from  the  data  glut  through  software 
being  developed  by  Manhattan  Associates, 
SAP  and  other  vendors  that  collects  the  reader 
data  and  turns  it  into  clear  and  concise  mes¬ 
sages  that  say  that  the  shipment  is  as  it  should 
be  or  that  there  is  an  exception  to  the  order. 

To  mitigate  the  impact  of  all  this  data  on 
Limited  Brands’  network,  Starkoff  plans  to 
leverage  the  network  management  tools  the 
company  currently  uses  to  optimize  the  band¬ 


width  she  has  today.  Also,  because  the  tags 
allow  storage  of  data  specific  to  each  unit — 
whether  pallet,  case  or  garment — it’s  possible 
for  readers  to  determine  the  content  of  a  box 
or  the  origin  of  a  particular  shipment  without 
having  to  make  a  network  connection  to  a 
central  database.  She  says  this  will  minimize 
bandwidth  demands. 

Starkoff  realizes  that  if  Limited  Brands  has 
to  spend  for  bandwidth  and  storage  upgrades 
on  top  of  its  investment  in  tags  and  readers, 
the  total  cost  of  an  RFID  implementation  will 
skyrocket. 

“If  you  deploy  RFID  technology  without 
thinking  it  through  and  without  optimizing 
your  infrastructure,  you  can  see  where  the 
ROI  would  just  dissipate,”  she  says.  So,  to 
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minimize  her  investment  and  mitigate  the 
impact  of  all  this  RFID  data  on  Limited 
Brands’  infrastructure,  she’s  trying  to  figure 
out  what  information  needs  to  be  transmitted 
in  real-time  and  what  can  wait  24  hours  for  a 
batch  update.  Right  now,  she  believes  inven¬ 
tory  and  replenishment  information  will  be 
most  valuable  in  real-time.  “When  RFID 
moves  beyond  the  supply  chain  and  onto  the 
sales  floor,  real-time  RFID  information  could 
make  for  a  dynamic,  sales-driven  replenish¬ 
ment  system,”  she  says. 


RFID  Remediation: 
Y2K  Redux 

Today,  most  retailers’  systems  have  been  writ¬ 
ten  to  hold  11 -digit  UPC  bar  codes.  But  the 
serial  numbers  encoded  on  RFID  tags,  known 
as  electronic  product  codes  (EPCs),  are  com¬ 
posed  of  13  digits.  To  accommodate  those  two 
extra  digits,  CIOs  are  going  to  have  to  expand 
the  numerical  structures  inside  their  systems. 

An  initiative  called  Sunrise  2005,  launched 
in  1 997  by  the  Uniform  Code  Council  (UCC), 
a  standards  body  for  the  retail  and  manufac¬ 


The  Wal-Mart  Factor 

When  Wal-Mart  says  it  wants  RFID  tagging,  who’s  going  to  argue? 


WAL-MART’S  SVENGALI-UKE  INFLUENCE  over  the  retail  industry  can’t  be  underesti¬ 
mated  and  shouldn’t  come  as  a  surprise,  considering  the  company’s  size  and  the  vol¬ 
ume  of  its  business.  “One  in  five  retail  transactions  in  America  is  conducted  at  a 
Wal-Mart.  Their  supply  chain  touches  17  percent  of  the  U.S.  GDP  and  approximately 
11  percent  of  the  global  GDP,”  says  John  Parkinson,  chief  technologist  for  Cap  Gemini 
Ernst  &  Young. 

Parkinson  compares  Wal-Mart  to  an  anchortenant  in  a  shopping  mall,  but  the  mall 
in  this  case  is  the  whole  world.  When  Wal-Mart  speaks,  everyone  listens.  Now,  the 
discounter  is  asking  its  top  100  suppliers  to  put  RFID  tags  on  the  pallets  and  cases  of 
goods  they  ship  to  Wal-Mart— and  to  do  so  by  January  2005. 

“They’re  able  to  cut  through  a  lot  of  what  would  otherwise  take  forever  to  agree  on 
and  say,  ‘Do  it  this  way,'”  says  Parkinson. 

And  most  observers  believe  that’s  exactly  the  way  it  will  be  done.  -M.L. 


turing  industries,  mandates  that  U.S.  and 
Canadian  companies  be  capable  of  scanning 
and  processing  up  to  14-digit  bar  codes  by 
Jan.  1, 2005.  If  they  don’t,  they  won’t  be  able 
to  share  information  with  their  trading  part¬ 
ners  and  they’ll  experience  time-to-market 
delays  and  added  costs.  According  to  the 


UCC,  this  will  require  retail  CIOs  to  either 
replace  legacy  systems  with  so-called  RFID- 
ready  systems  or  undertake  a  Y 2K-like  effort 
to  reprogram  their  systems  so  that  they  rec¬ 
ognize  13-digit  EPCs. 

Retailers  such  as  Saks  Fifth  Avenue  that  sell 
a  lot  of  European-manufactured  merchandise 
have  a  head  start  on  this  database  expansion 
because  the  serial  numbers  on  European  prod¬ 
ucts  contain  13  digits.  Because  Saks  Executive 
Vice  President  and  CIO  Franks  started  prepar¬ 
ing  for  Sunrise  2005  a  few  years  ago  and  has 
already  remediated  many  of  his  systems,  he’s 
got  a  good  foundation  for  RFID. 

Franks  inventoried  all  of  Saks’s  systems  and 
all  of  the  documents  Saks  exchanges  elec¬ 
tronically  with  its  1,900  suppliers  to  ensure 
that  they  contain  enough  space  for  global 
trade  item  numbers  and  EPCs.  If  they  didn’t, 
those  systems  had  to  be  remediated  in  much 
the  same  way  that  Saks  readied  its  systems  for 
Y2K.  Fie  says  that  now  he’s  going  over  all  the 
information  from  purchase  order  to  advanced 
shipping  notice  to  invoice  to  payment 


“If  you  have  a  pretty  good  supply  chain  now, 
RFID  will  make  it  better,”  says  Hannaford 
Bros.  CIO  Bill  Homa.  If  you  don’t,  “RFID  isn’t 
going  to  help  you.” 
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acknowledgement  to  make  sure  Saks  is  in 
compliance  with  Sunrise  2005  and  therefore 
will  be  able  to  support  RFID  when  the  com¬ 
pany  pilots  it  in  early  2005. 


getting  information  about  sales  conducted 
with  the  VIP  card  into  the  company’s  primary 
store  system,  its  Retail  Information  System, 
which  provides  the  in-store  tools  for  point  of 
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“We  will  approach  the  enhancements  on  a 
priority  basis  as  the  business  value  and  oper¬ 
ational  necessity  dictates,”  says  Franks,  none 
too  cheerfully. 

3FID  Integration: 
-orward  to  the 
Back  End 

Two  years  ago,  7-Eleven  piloted  a  VIP  (Vir¬ 
tual  Instant  Payment)  card  at  the  7-Eleven 
store  inside  the  company’s  corporate  head¬ 
quarters  in  Dallas  and  at  a  store  in  Plano, 
Texas.  The  VIP  card  was  equipped  with  an 
RFID  chip  and  functioned  like  a  debit  or  credit 
card.  By  waving  her  VIP  card  near  an  RFID 
reader  by  the  cash  register,  a  customer  could 
pay  for  purchases  without  having  to  stand  in 
line  or  fumble  through  her  purse  or  swipe  her 
debit  card  through  a  reader  (at  just  the  right 
speed) — much  as  ExxonMobil  customers  use 
an  RFID-enabled  SpeedPass  to  pay  for  gaso¬ 
line.  This  was  the  company’s  first  foray  into 
RFID,  and  it  helped  CIO  Morrow  understand 
what  system  changes  he  needed  to  make  in 
order  to  integrate  this  new  application  with 
the  company’s  back-end  systems. 

One  of  Morrow’s  biggest  challenges  was 


Learn  More  About  RFIDs 


RFID  technology  is  also  the  subject  of  two 
pieces  in  our  recent  special  issue,  "Technol¬ 
ogy's  Impact  on  Everything.”  Look  for 
Jonathan  Zittrain's  embrace  of  RFIDs  to  keep 
track  of  his  dog,  and  Paul  Saffo's  warning  that 
RFID  deployment  will  spell  commerce's 
trump  of  privacy.  Find  these  articles  at 
www.cio.com/impact2003  qjq 


sale,  scanning,  ordering,  merchandising, 
receiving  and  various  other  management 
reporting  functions.  “We  couldn’t  have  a 
standalone  transaction  network  and  then  not 
clear  that  against  our  product  sales,”  says 
Morrow.  So  he  had  to  create  a  service  that  ran 
on  the  back-office  computer  and  pulled  trans¬ 
actions  made  with  VIP  cards  into  7-Eleven ’s 
cash  reports.  Fie  also  had  to  make  sure  that 
the  store  system  had  a  way  to  identify  VIP  card 
transactions,  in  much  the  same  way  that  pur¬ 
chases  made  using  cash,  checks,  credit  cards  or 
debit  cards  were  identified  as  such.  To  that 
end,  he  programmed  a  new  payment  mecha¬ 
nism  for  the  VIP  card  into  the  system  so  that 
when  a  customer  wants  to  pay  with  a  VIP 
card,  a  sales  clerk  can  select  “VIP  card”  from 
the  point-of-sale  system  instead  of  cash,  debit, 
credit  or  check. 

“The  integration  work  was  laborious,” 
Morrow  recalls.  “[But]  the  actual  hardware 
pieces — once  we  got  them  tuned  to  read  at  the 
distance  we  wanted,  which  was  two  to  three 
inches — were  pretty  straightforward  to 
deploy.” 

Brett  Kinsella,  general  manager  of  the 
supply  chain  management  group  for  IT  con¬ 
sultancy  Sapient,  says  the  type  of  RFID  appli¬ 
cation  will  determine  which  enterprise  system 
it  will  get  hooked  up  to.  For  example,  RFID  at 
the  pallet  and  case  level  will  have  to  be  linked 
to  warehouse  management  systems.  RFID  at 
the  item  level  will  touch  virtually  every  system 
from  inventory  management  to  replenishment 
to  CRM  systems.  But  because  item-level  tag¬ 
ging  is  still  a  ways  off,  few  if  any  companies 
have  given  this  level  of  integration — particu- 


RFID  All-Stars: 

The  Best  of  the  Best 

Leading  the  pack  in  terms 
of  RFID  implementations 


TESCO 

Introduced  RFID  inside  its  ware¬ 
houses  in  2002  and  began  putting  the 
technology  in  shelves  inside  stores 
this  past  summer. 

MARKS  &  SPENCER 

Began  using  RFID  inside  its  ware¬ 
houses  in  2002.  Currently  planning 
an  item-level  pilot. 

METRO  AG 

Opened  a  store  in  Rheinberg,  Ger¬ 
many,  in  April  2003,  that  uses  RFID 
technology  as  its  IT  backbone. 

Intended  to  represent  the  future  of 
retailing  and  to  test  new  technologies 
under  retail  conditions. 

WAL-MART 

Plans  to  have  RFID  readers  in  all  of  its 
distribution  centers  and  more  than 
2,900  stores  by  January  2005. 

larly  with  CRM  systems — much  thought. 
CIOs  who  have  implemented  an  infrastruc¬ 
ture  for  enterprise  application  integration  are 
going  to  have  the  easiest  time  moving  RFID 
data  into  existing  enterprise  systems,  says 
Kinsella,  “because  they  can  look  at  this  data 
as  another  node  on  their  EAI  servers.” 


RFID  Architecture: 
Computing  on  the  Edge 

As  companies  deploy  RFID  technology,  their 
enterprise  architectures  will  become  more  dis¬ 
tributed,  says  Sanjay  Sarma,  cofounder  of  the 
Auto-ID  Center  at  MIT,  the  consortium  devel¬ 
oping  the  infrastructure  to  enable  supply 
chain  applications  of  RFID  technology. 
Rather  than  using  a  data  center  at  corporate 
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COGNOS  REPORTNET. 
THE  NEW  STANDARD. 
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to  standardize  all  your  enterprise  reporting. 

From  customized  queries  to  production.  On  a  single  product. 

Built  on  a  zero-footprint,  open  architecture  created  specifically  for  the  Web. 
Designed  to  meet  the  needs  of  a  global  enterprise. 

It’s  a  key  part  of  a  comprehensive  Business  Intelligence  solution. 
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VALUE  RETREAT 

AWAF  SC  RE 


FEBRUARY  8 -10,  2004  •  TRUMP  INTERNATIONAL  SONESTA  BEACH  RESORT  •  MIAMI/SUNNY  ISLES,  FLORIDA 


Retreat  Moderator:  Peter  Weill 

Director,  Center  for  Information  Systems 
Research,  MIT  Sloan  School  of  Management 

The  Case  Studies 

Peter  Weill  once  again  joins  us  to  present 
new  findings  and  case  studies  from  work 
with  hundreds  of  Global  1000  companies, 
focusing  on  IT  needs  for  different  business 
models.  He  will  also  conduct  a  workshop  on 
IT  governance  with  insights  and  case  studies 
from  MIT  CISR’s  study  on  how  top  financial 
performers  govern  IT  and  the  five  key  deci¬ 
sions— IT  principles,  architecture,  infra¬ 
structure,  applications  needs  and 
investment. 


The  Peer  Networking 

From  informative  chats  at  breakfast  and 
lunch  roundtables,  to  the  intensely  interac¬ 
tive  case  study  workgroup  sessions,  to 
relaxed  conversations  during  the  daily  end- 
of-sessions  receptions— we  give  you  more 
opportunities  to  meet  and  learn  from  more 
of  your  peers. 

“Excellent  opportunity  to  network  with  those 
who  have  overcome  the  various  challenges. 
Lessons  learned  are  not  the  usual  academic 
fare,  but  the  subtleties  of  the  cultural  and 
technological  minefields.” 

-EVELYN  LOCKETT  WOODS,  EVP/CIO, 
JOINT  COMMISSION  ON  ACCREDITATION  OF 
HEALTHCARE  ORGANIZATIONS 


Call  800.355.0246  or  visit  us  at  www.cio.com/conferences 


This  year’s  Enterprise  Value 
Retreat  Awards  Ceremony  is 
proudly  underwritten  by 

<bmcsoftware 


Sponsored  by 


Deloitte. 
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TRUST  TH£  NETWORK  THAT  POWERS  WAU  STREET 

to  Empower  tour  Business’ 


The  Enterprise  Value 
Award  Winner  Presentations 

We  offer  breakout  sessions  with  this  year’s 
winning  organizations.  It’s  your  chance  to 
talk  at  a  more  intimate  level,  discuss  their 
particular  case  in  more  detail  and  take  away 
lessons  you  can  apply  to  your  own  organiza¬ 
tion  back  home. 

•  Academic  Management  Services 

•  Ace  Hardware  Corporation 

•  Chicago  Police  Department 

•  Continental  Airlines 

•  Dell  Computer 

•  Guardian  Life  Insurance  Company  of 
America 

•  Korn/Ferry  International 

•  Pfizer  Global  Research  &  Development 

•  Procter  &  Gamble  Company 

•  Worldspan  LP 


OSupportSoft 


Presented  by 

bub 


The  Resource  for 
Information  Executives 


Retail 


headquarters  to  aggregate  and  process  the 
avalanche  of  data  that  will  be  generated  by 
items,  cartons  and  cases  being  read  through¬ 
out  supply  chains,  that  work  will  be  done  at 
the  edges  of  the  corporate  network — on 
store  shelves,  at  the  point  of  sale,  at  loading 
docks  and  on  forklifts.  Sarma  calls  this  dis¬ 
tribution  of  intelligence  and  computing 
across  a  wider  network  “edge  computing.  ” 
The  distributed  architecture,  he  says,  will 
help  companies  manage  the  data  glut. 

“If  you  take  all  that  data  [from  RFID] 
and  supply  it  to  the  home  office,  bandwidth 
explodes,”  says  Sarma.  “But  if  you  distrib¬ 
ute  it  outward,  you  reduce  the  bandwidth 
you  need  back  to  the  home  office.  You 
reduce  computing  in  the  home  office,  and 
you  make  things  [operate]  much  faster.” 

Part  of  this  architecture — and  the  key  to 
enabling  RFID  applications  for  retailers  and 
manufacturers — are  two  technologies  that 
Auto-ID,  a  partnership  between  nearly  100 
global  companies  and  five  research  univer¬ 
sities,  is  developing:  Savant  and  object  name 
service  (ONS).  RFID  readers  will  be  wired 
into  a  computer  system  running  Savant,  an 
application  that  manages  all  the  data  going 
in  and  out  of  readers.  The  ONS  matches  the 
EPC  to  the  address  of  a  server,  which  con¬ 
tains  information  about  the  product.  By 
calling  up  an  IP  address,  the  ONS  essentially 
tells  you  what  the  EPC  means,  working  in  a 
similar  manner  to  the  way  webpages  are 
called  up  on  the  Internet. 

Sarma  doesn’t  think  the  move  toward 
edge  computing  will  require  CIOs  to  rethink 
their  IT  architectures  fundamentally.  He 
says  CIOs  simply  will  have  to  invest  in  more 
localized  computing  systems.  “Done  right, 
this  may  not  change  the  central  infrastruc¬ 
ture.  You  may  create  more  intelligence  at  the 
edges  of  the  network,  which  will  make  oper¬ 
ations  more  efficient,”  he  adds. 

And  that’s  the  driving  force  behind  RFID: 
to  decrease  retailers’  costs  and  increase  their 
margins  by  keeping  better  track  of  inventory 
and  enhancing  service  to  customers.  EE3 


IF  WE  CAN’T  AFFORD 

THE  SOLUTION.  THEM 
IT’S  NOT  A  SOLUTION. 


If  you  are  a  growing  enterprise,  your  need  for  new  software  always 
exceeds  your  budget.  Or  does  it?  SAP  has  a  range  of  solutions  to  fit  any  size 
business  and  any  budget.  Solutions  that  can  be  up  and  running  quickly  — 
even  in  a  matter  of  weeks.  And  since  they’re  modular  and  based  on  an  open 
platform,  they  can  grow  and  expand  as  you  do.  SAP  has  over  30  years  of 
experience  helping  businesses  of  all  sizes  solve  business  issues.  Affordably. 


THE  BEST-RUN  BUSINESSES  RUN  SAP 


FOR  AN  OPPORTUNITY  TO  WIN  AN  ALL-EXPENSE-PAID  TRIP 
TO  A  BUSINESS  MANAGEMENT  SEMINAR,  LOG  ON  TO 
SAP.COM/USA/AFFOROABLE  OR  CALL  888  592  1727 


Senior  Writer  and  expert  shopper  Meridith  Levin¬ 
son  can  be  tracked  down  at  mlevinson@cio.com. 


©2003  SAP  AG.  SAP  and  the  SAP  logo  are  trademarks  and  registered  trademarks  of  SAP  AG  in  Germany  and  several  other  countries. 
Project  timeline  subject  to  specific  project  scope  and  other  factors.  Contact  the  above  website  for  further  details.  Covered  expenses  limited 
solely  to  seminar  registration  fee,  airfare,  and  accommodabons  as  specified  by  SAP  Offering  subject  to  additional  terms  and  conditions,  and 
subject  to  change  or  end  without  notice. 
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with  Sterling  Commerce  CEO  Sam  Starr 


The  Integration  Imperative 

Doing  Business  at  the  Speed  of  Information 


TODAY’S  BUSINESSES  MAKE  DECISIONS  in  real  time.  They 
are  hooked  into  their  suppliers  up  and  down  the  food  chain 
through  the  common  thread  of  technology.  Information  on 
parts,  distribution,  inventory  information,  financials — all  of 
these  bits  of  data  increasingly  course  through  the  same 
enormous  supply  chain,  and  executives  depend  on  instant 
access  to  up-to-date  information  to  make  their  decisions. 
The  truth  is,  a  weekly  batch  process 
of  sales  numbers  just  isn’t  going  to 
do  the  job  anymore. 

Underneath  this  business-at-the- 
speed-of-light  buzz  lies  the  undeni¬ 
able  fact  that  nothing  is  going  to 
happen  unless  business  systems  can 
be  integrated  tightly  enough  to 
exchange  information.  Sam  Starr, 

CEO  of  Sterling  Commerce,  a  global 
provider  of  business  integration 
solutions,  talks  about  what  it  takes 
to  really  integrate  data,  enterprises 
and  partners. 


Can  integration  issues  have  an 
effect  on  a  company’s  bottom  line? 
How  so? 

They  truly  can.  What’s  happened 
in  so  many  companies  is  that  they 
run  a  project  and  tightly  couple  the 
systems  point-to-point,  without  con¬ 
sidering  the  systems  within  a  holistic 
integration  framework.  You  end  up 
with  what  I  call  “spaghetti  integra¬ 
tion,”  and  it’s  incredibly  inefficient — 
as  well  as  not  reflective  of  the  busi¬ 
ness  processes  the  systems  support. 
The  cry  we  hear  is  for  tighter  integra¬ 


"In  the  end,  the  ability 
to  compete  at  the  speed 
of  information  is  going 
to  determine  the 
winners  and  losers." 

-Sam  Starr 


tion  up  and  down  the  supply  chain,  simply  because  compa¬ 
nies  need  to  depend  on  a  flexible,  agile  business  environ¬ 
ment.  This  is  where  companies  can  see  a  significant 
payback  to  the  bottom  line.  Integration  isn’t  all  about  an 
internal  focus  on  making  sure  that  system  X  hooks  into  sys¬ 
tem  Y.  Integration  also  goes  outside  the  enterprise  to  create 
seamless  and  tight  collaboration  between  trading  partners. 


pretty  believable  $40  billion  in  the  global  supply  chain  lost 
due  to  inefficiencies.  Look  at  an  industry,  such  as  grocery 
chains,  with  very  tight  margins — that’s  real  money  to  be 
had  if  both  retailers  and  suppliers  can  provide  accurate 
information. 

And  when  you  look  underneath,  it’s  an  integration  prob¬ 
lem — prices  that  are  changed  but  not  updated,  or  parts  that 
are  modified  or  dropped  from  the  produc¬ 
tion  cycle — but  the  changes  don’t  make  it 
through  the  supply  chain  quickly  enough. 
Business  process  and  technological 
plumbing  should  be  tightly  coupled,  with 
technology  enabling  new  ways  of  doing 
business.  Look  at  a  big  company  like  Wal- 
Mart,  which  survives  and  thrives  by  hav¬ 
ing  and  using  great  data.  In  the  end,  the 
ability  to  compete  at  the  speed  of  infor¬ 
mation  is  going  to  determine  the  winners 
and  losers. 

If  it’s  a  business  problem,  shouldn’t  the 
business  side  of  the  house  be  involved  in 
integration  projects? 

Absolutely — it’s  vital  to  the  success  of 
the  project.  In  fact,  CIOs  consistently  list 
business  participation  as  one  of  their 
biggest  ongoing  issues.  It  requires  tight 
partnership  between  IT  and  business 
people,  and  that  makes  it  a  challenge.  It’s 
really  heartening  to  see  that  CIOs  are 
making  that  change.  They’re  working  with 
business  people  to  define  an  overall  inte¬ 
gration  strategy,  and  then  smartly  break¬ 
ing  it  up  into  smaller  projects  that  are 
tightly  coupled  to  ROI.  They  have  the 
larger  integration  vision  in  mind,  but  they 
can  solve  it  tactically  with  90-day  solution  sets  that  address 
specific  business  issues.  They  don’t  just  pick  point-to-point 
solutions,  but  choose  those  that  can  grow  into  multiple 
integration  elements  on  an  overall  road  map.  CIOs  that 
think  globally  and  build  locally  can  count  on  integration 
efforts  that  really  pay  off  in  terms  of  increased  revenues  and 
innovative  business  partnerships. 


How  can  integration  issues  affect  a  company’s  ability  to 
make  decisions  based  on  accurate  information? 

I  recently  read  an  AT  Kearney  study  that  said  that  43  per¬ 
cent  of  invoices  have  some  sort  of  error  and  must  be  rene¬ 
gotiated.  When  you  start  adding  it  up,  what  you  get  is  a 


For  more  on  Sterling 
Commerce’s  integration 
solutions,  visit  www. 
sterlingcommerce.com. 
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Plan  A: 

React  to  demands  for  business  integration 
by  trashing  your  legacy  systems. 
Promise  results.  Deliver  excuses. 
Re-direct  blame.  Avoid  eye  contact. 

.1 

Plan  B: 

Gentran  Integration  Suite" 


Welcome  to  a  new  way  of  thinking.  Gentran  Integration  Suite 
provides  a  modular  approach  to  your  business  integration  initiative. 
Fast  to  deploy.  Easy  to  support.  Easy  on  your  budget  —  today  and 
tomorrow.  We  think  of  it  as  B2B  and  EAI  without  the  CYA. 

Find  out  how  to  prepare  for  the  future  by  building  on  your 
existing  infrastructure.  For  your  free  information  kit,  visit 

sterlingcommerce.com/plan/gentran. 


GENTRAN  INTEGRATION  SUITE’"  STERLING  INFORMATION  BROKER*  CONNECT*  OUTSOURCING 


[J  sterling  commerce 
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From  left  to  right:  Jack  Flanagan, 
executive  VP  of  Giant  Eagle  business 
systems;  Russ  Ross,  senior  VP  of  IS 
and  CIO  at  Giant  Eagle;  and  Brian 
Ferrier,  store  director  of  Giant  Eagle’s 
South  Euclid,  Ohio,  supermarket. 
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Knowledge  Management 


Even  inthe  best  of  times,  it’s  a  battle  to  convince  employees  to 
participate  in  knowledge  management  programs.  But  in  tough  times, 
the  tendency  is  for  employees  to  horde  what  they  know.  Here’s  how 
some  companies  convinced  individuals  to  share  best  practices. 


(Howto  Create  a  Know-It-All  Company) 


When  grocery  retailer  and  distributor  Giant  Eagle  embarked  on  knowledge  management 


Reader  ROI 

►  Why  convincing  workers  to 
share  knowledge  is  espe¬ 
cially  important  in  a  tough 
economy 

►  How  some  companies  have 
convinced  employees  to 
share  their  knowledge 

►  Why  it’s  critical  to  make 
participation  as  easy  as 
possible 


three  years  ago,  there  were  already  several  strikes  against  the  nascent  movement.  For  one 
thing,  most  employees  at  the  chain’s  215  stores  had  never  used  computers  in  their  jobs 
before.  In  order  to  use  the  KM  system  (a  Web  portal  called  KnowAsis  supported  by  Open 
Text  Livelink),  they  had  to  make  the  time  to  log  in  and  read  messages  from  their  peers  on 
proven  practices,  as  well  as  post  their  own  ideas. 

In  addition,  a  competitive  culture  had  grown  among  Giant  Eagle’s  managers  chainwide, 
with  workers  competing  on  a  daily  basis  to  have  the  best  sales,  the  least  amount  of  shoplift¬ 
ing,  the  happiest  employees.  This  competitive  spirit  seemed  incompatible  with  the  very  idea 
of  employees  working  collaboratively,  sharing  the  information  nuggets  that  might  give 
them  an  edge  over  each  other. 
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Knowledge  Management 

Absent  a  groundswell  of  employee  support 
and  usage,  Giant  Eagle’s  effort  seemed  poised 
for  failure,  as  KM  systems  are  worthless 
unless  employees  use  them.  And  with  the 
economy  teetering  on  the  brink  of  recession 
and  competition  in  the  grocery  business 
tougher  than  ever,  the  stakes  were  high.  What 
turned  this  KM  initiative  around  wasn’t  a 
proclamation  from  the  executive  suite  or  even 
a  cash  incentive  for  using  the  system.  It  began, 
simply  enough,  with  a  shrimp  platter. 

Around  the  holidays  in  2000,  a  Giant  Eagle 
deli  manager  hit  on  a  way  to  display  the 
seafood  delicacy  that  proved  irresistible  to  har¬ 
ried  shoppers,  accounting  for  an  extra  $200 
in  one-week  sales.  But  uncertain  of  his  strat¬ 
egy,  he  first  posted  the  idea  on  the  KnowAsis 
portal.  Other  deli  managers  ribbed  him  a  bit, 
but  one  tried  the  idea  in  his  store  and  saw  a 
similar  boost  in  sales.  The  total  payoff  to  the 
company,  for  this  one  tiny  chunk  of  informa¬ 
tion,  was  about  $20,000  in  increased  sales  in 
the  two  stores.  The  company  estimates  that  if 
it  had  implemented  the  display  idea  across  all 
its  stores  during  this  period,  the  payoff  might 
have  been  $350,000.  Previously,  “there  was 
no  tradition  of  sharing  ideas  in  the  store  envi¬ 
ronment,”  says  Jack  Flanagan,  executive  vice 
president  of  Giant  Eagle  business  systems. 

Seeing  the  bottom-line  benefits  of  sharing 
knowledge  propelled  the  employees  over  their 
initial  misgivings,  spurring  them  to  try  and 
out-hustle  each  other  on  having  the  best  sug¬ 
gestions,  rather  than  the  usual  metrics.  “Now 
they’re  competing  in  the  marketplace  of 
ideas,”  says  Russ  Ross,  senior  vice  president  of 
IS  and  CIO  at  Giant  Eagle. 

“It  became  a  ‘Look  What  I  Did’  showcase. 
Everyone  wanted  to  put  something  in  there,” 
says  Brian  Ferrier,  store  director  of  Giant 
Eagle’s  South  Euclid,  Ohio,  supermarket.  Fer¬ 
rier  makes  a  point  of  getting  on  the  portal  at 
least  once  a  day  and  says  the  practices  he  finds 
there  help  him  make  money.  Giant  Eagle 
conservatively  expects  to  generate  at  least 
$100,000  in  additional  annual  revenue 
through  sharing  ideas — insulation  against  the 
industry’s  ever-shrinking  margins. 

The  payoff  for  getting  individuals  mobi¬ 
lized  around  KM  can  be  breathtaking.  Shell 


“People  have  to  see  tremendous 
immediate  benefit  from 
knowledge  management.  They 
have  tc  see,  smell,  touch  and 
taste  how  it’sgoingto  improve 
their  work  lives.” 

-Barbara  Saidel,  CIO,  Russell  Reynolds  Associates 
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Strength  in  Numbers 


95%  of  surveyed 
customers  would 
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alliance  partners 
who  extend  Remedy's 
solutions  globally 


1st  to  be  certified 
asITIL-compatible 
by  PinkVerify™ 


over  13,500  trained 
developers  globally 


ten  million  users  across 
7,000  customers  globally 


Remedy  is  the  leader  in  Service  Management  solutions.  Our  numbers  speak  for  themselves. 

Yet,  there  are  other  numbers  important  to  Remedy.  Operating  cost  reductions,  improvements 
in  customer  satisfaction,  increased  employee  productivity,  shorter  rime  to  value — the  bottom-line 
numbers  you  will  achieve  by  using  Remedy’s  out-of-box  best  practice  applications  to  automate 
service  management  processes. 

Your  success  depends  on  those  numbers.  Remedy  delivers  them. 


www.remedy.com/strength 

or  call  us  at  1.888.294.5757 
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Knowledge  Management 


International  Exploration  and  Production 
attributes  more  than  $200  million  in  direct 
costs  saved  and  additional  income  in  2002  to 
the  use  of  its  SiteScape  online  collaboration 
forum.  The  division  has  clearly  contributed 
to  the  success  of  its  parent,  Royal  Dutch/Shell 
Group,  which  was  ranked  number  four  on 
the  Fortune  Global  500  this  year.  Royal 
Dutch/Shell  increased  its  revenue  a  startling 
33  percent  from  200 1  to  2002. 

When  embraced  by  individuals,  KM  can 
help  companies  such  as  Giant  Eagle  and  Shell 
weather  the  worst  this  economy  can  dish  out. 
Trouble  is,  sharing  knowledge  does  not  come 
easily,  even  during  boom  times.  “Sharing 


knowledge  is  an  unnatural  act.  You  can’t  just 
stand  up  and  say,  ‘Thou  shalt  share  knowl¬ 
edge’ — it  won’t  work,”  says  Hubert  Saint- 
Onge,  principal  of  business  and  IT  consultancy 
Saintonge  Alliance.  Companies  say  that  con¬ 
vincing  workers  to  participate  in  KM  is  always 
a  steep  challenge  and  is  not  necessarily  made 
harder  by  tough  times.  But  the  down  economy 
does  make  it  evermore  imperative  to  spread 
the  gospel  of  KM,  as  layoffs  and  retirements 
can  lead  to  the  draining  away  of  crucial  data 
and  lessons  learned. 

So  what  does  work?  Linking  KM  directly 
to  job  performance,  creating  a  safe  climate  for 
people  to  share,  recognizing  people  who  con- 


Melinda  Bickerstaff,  VP 
of  KM  for  Bristol-Myers 
Squibb,  encourages 
employees  to  write  articles 
about  their  workplace 
successes  as  a  way  to 
share  lessons  learned. 


tribute — those  are  a  start.  Here  are  some  high¬ 
lights  from  practitioners  who  have  success¬ 
fully  engaged  workers  in  KM. 

SHOW  PERSONAL  ROI 

Very  simply,  the  effort  of  sharing  knowledge 
has  to  be  less  than  the  value  of  participating. 
KM  is  not  like  other  IT  applications.  Most  of 
the  time,  employees  just  ignore  it  if  they  so 
choose.  Therefore,  the  act  of  sharing  knowl¬ 
edge — embodied  in  the  KM  application  or 
system — must  help  people  do  a  better  job, 
whatever  their  function.  “People  have  to  see 
tremendous  immediate  benefit,”  says  Barbara 
Saidel,  CIO  for  recruiting  company  Russell 
Reynolds  Associates.  “They  have  to  see,  smell, 
touch  and  taste  how  it’s  going  to  improve  their 
work  lives.” 

To  drive  KM  at  Russell  Reynolds,  the  com¬ 
pany  circulates  a  document  every  afternoon 
throughout  its  32  offices  worldwide  that 
shows  all  outstanding  proposals  and  projects. 
All  employees  are  expected  to  read  it  carefully 
and  respond  immediately  if  they  can  share  a 
contact  or  industry  background.  Recruiters 
with  positions  to  fill  see  instant  benefits  when 
they  get  on-the-spot  help  from  people  they’ve 
never  met  but  who  work  for  the  same  com¬ 
pany.  Tapping  into  the  vast  communal  net¬ 
work  of  contacts  of  more  than  700  employees 
helps  the  company  fill  positions  faster,  driv¬ 
ing  greater  client  value. 

It  pays  to  start  with  the  right  people,  says 
Saidel.  “We  only  hire  people  whom  we  believe 
are  interested  in  working  this  way.”  This  can 
be  tricky,  since  star  recruiters  are  accustomed 
to  working  by  themselves.  When  interview¬ 
ing  potential  recruiters,  Clarke  Murphy,  a 
managing  director  and  head  of  U.S.  opera¬ 
tions  for  the  company  (and  a  recruiter  him¬ 
self),  weeds  out  people  who  blame  others.  He 
also  pays  close  attention  to  the  language  can¬ 
didates  use. 

“It’s  hearing  ‘me’  or  ‘I’  all  the  time  rather 
than  ‘we’  or  ‘us,’”  Murphy  says.  “You  can 
also  tell  a  lot  about  someone  by  looking  at 
their  writing.  It  shows  how  they’re  focused.” 
And  unlike  the  majority  of  head-hunting  com¬ 
panies,  Russell  Reynolds  does  not  pay  its 
recruiters  commission,  to  avoid  the  lone- wolf 
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End-to-end  business  intelligence. 
One  BI  vendor.  IT  nirvana. 


Business  Intelligence  from  Business  Objects 


There  are  basically  two  ways  for  IT  to  implement 
your  enterprise  business  intelligence  solution. 
You  could  try  to  cobble  together  pieces  from 
multiple  vendors.  Or  you  can  choose 
BusinessObjects™  Enterprise  6  from 
Business  Objects.  And  experience 
end-to-end  business  intelligence 
for  your  entire  enterprise. 

With  Enterprise  6,  you'll  be  able  to  provide  a 
complete  suite  of  integrated  business  intelligence 
software  that  meets  the  needs  of  all  your  users. 
It  includes  the  industry's  best  web  query, 
reporting,  and  analysis  capabilities.  The  most 


advanced  and  complete  suite  of  analytic 
applications.  The  best  packaged  application 
connectivity.  And,  of  course,  end-to-end  product 
integration.  Today,  more  than  17,500 
companies  rely  on  award-winning 
Business  Objects  business  intelligence 
solutions  to  track,  understand,  and 
manage  enterprise  performance. 
Perhaps  you  should,  too.  To  get  started,  view  our 
BusinessObjects  Enterprise  6  interactive  product 
demonstration  or  download  our  free  technical 
white  paper  at  www.businessobjects.com/e2e. 
And  indulge  yourself  in  IT  nirvana. 
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What  to  Do 

Don’t  make  the  following  missteps  when  instituting 
knowledge  management  in  your  organization 

Don’t  call  it  knowledge  management.  Employees  don’t  get  it,  don’t  care  about  it 
and  would  rather  ignore  the  whole  thing. 

Don’t  sweat  the  definitions.  It  doesn’t  matter  how  people  define  “knowledge”  and 
“management.”  Let  them  create  their  own  definitions. 

Don’t  offer  carrots.  Times  are  tough,  but  resist  the  temptation  to  give  payment— a 
few  dollars  or  points  in  a  reward  system— for  each  knowledge  contribution.  Such  a 
system  is  designed  to  be  abused  and  will  result  in  low-quality  content. 

Don’t  wave  sticks.  Even  worse,  some  companies  threaten  punishment  for  failing 
to  contribute.  Knowledge  shared  under  threat  of  negative  consequences  is  likely  to 
be  worthless.  Don't  let  desperate  economic  times  lead  to  silly  measures  in  the 
name  of  KM. 

Don’t  bother  unless  there’s  trust.  Most  companies  meet  the  minimum  interper¬ 
sonal  trust  threshold  required  to  make  a  go  of  KM.  Most,  but  not  all.  If  your 
company  prizes  competition  to  the  exclusion  of  all  else,  best  put  the  knowledge 
management  effort  aside. 

-L.G.P. 


mentality  the  company  eschews.  With  a 
straight  salary-based  compensation  scheme 
accompanying  a  bonus  system  based  in  part 
on  how  many  valuable  contributions  each 
employee  makes  to  the  knowledge-sharing 
network,  people  have  more  incentive  to  help 
each  other. 

KEEP  IT  REAL 

The  KM  exercise  must  be  rooted  in  pressing 
business  issues  (and  there  should  be  plenty  of 
those  to  go  around,  given  the  business  cli¬ 
mate).  Otherwise,  you’ll  spend  unlimited  time 
and  money  creating  something  that  gets  used 
about  as  much  as  the  online  help  function  in 
Microsoft  Word.  Before  creating  an  online 
community  of  practice  (COP),  Michael 
Behounek,  KM  director  for  $1.25  billion  oil 
and  gas  company  Halliburton,  identifies 
worst  points  of  pain  facing  the  business  units. 
“I  go  to  the  business  VP  of  a  unit  and  I  say, 
‘Give  me  your  top  five  issues.’  Then  I  make  a 
determination:  If  people  communicated  better 
on  this  issue,  would  it  have  a  big  impact?”  he 
says.  If  so,  Halliburton  attacks  the  problem  in 
a  relevant  COP.  “They  must  get  a  good 
answer  for  little  effort.  ” 

Sometimes  COPs  form  and  then  break 
apart  once  the  issue  is  resolved — a  natural 
cycle.  They  should  also  evolve  over  time. 
Behounek  once  created  a  community  to  devise 
performance  enhancements  for  a  particular 
2,000-horsepower  pump  used  in  the  com¬ 
pany’s  oil  refineries.  While  it  was  an  urgent 
matter  at  the  time,  the  community’s  activity 
rapidly  decreased  because  the  essential  busi¬ 
ness  problem  had  been  solved.  “There  was 
nothing  more  to  be  gained  from  it,  so  we  saw 


the  usage  numbers  fall  off,”  says  Behounek. 
His  group  relaunched  the  COP  to  cover  all 
equipment  in  that  business  unit.  With  the 
broader  focus,  usage  picked  right  up  again. 

HOW  TO  REAP  THE 
REWARDS  OF  KM 

Consider  best  practices  for  ensuring  success  and 
reaping  the  rewards  from  your  KM  system. 


Here  are  some  tips  for  making  KM  work  for 
your  organization  despite  the  tough  economy. 
►  Start  with  the  enthusiasts.  The  best  way  to 
get  more  people  involved  in  KM  is  to  do  a  pilot 
with  the  natural  early  adopters  and  let  them 
convince  everyone  else — but  early  evangelists 
should  bubble  up  in  the  beginning.  “The  worst 
thing  you  can  do  is  put  an  enormous  effort  into 
finding  those  first  adopters,”  says  Arjan  van 
Unnik,  head  of  knowledge  management  and 
virtual  teamworking  for  Shell  E&P,  in 
Rijswijk,  Netherlands.  When  van  Unnik  began 
evangelizing  KM  at  Shell,  about  20  percent  of 
the  people  he  talked  to  gobbled  up  the  concept 
with  gusto.  “That  gave  us  fertile  ground  to  kick 
off  the  community.  There  are  too  many  other 
things  to  do.  I  don’t  want  to  focus  on  things 
that  don’t  work,  and  that  includes  people.” 

In  the  seven  years  since  Shell  E&P  began  its 
KM  effort,  the  number  of  enthusiastic  users 
has  grown  exponentially.  Out  of  a  total  work- 


“Sharing  knowledge  is  an 
unnatural  act.  You  can’t  just  stand 

up  and  say,  ‘Thou  shalt  share 
knowledge’— it  won’t  work.” 

-Hubert  Saint-Onge,  principal,  Saintonge  Alliance 
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Mobility  Solutions 


Learn  more  about  this  and  other  Gateway  Professional  Solutions. 

1-888-Gateway  or  gateway.com/work 


Desktops.  They  can  be  bulky.  They  can  have  too  many  attachments.  They  can  take  up  lots  and  lots  of  office  space.  They  can  also 
easily  be  replaced  by  Gateway  Professional's  full-featured  desktop  performance  notebook,  the  Gateway  M675.  With  a  17"  screen  and 
multimedia  capabilities,  it's  perfect  for  those  who  need  to  give  presentations,  access  their  networks  wirelessly  or  even  edit  a  movie. 
It's  an  all-in-one  desktop  that  fits  nicely  in  your  lap. 


Gateway  recommends  Microsoft®  Windows®  XP  Professional  for  Business. 


All  offers  subject  to  change  without  notice  or  obligation  and  may  not  be  available  through  all  sales  channels.  Prices  exclude  shipping  and 
handling.  Applicable  taxes  extra.  Not  responsible  for  typographical  errors.  'For  well-qualified  business  customers  on  new  purchases  $1000 
&  up  (excl.  shipping,  handling  &  tax);  not  valid  with  other  offers.  Limited  time  only.  Documentation  fees,  security  deposits  or  advance 
payments  may  be  required  of  lessees.  Call  for  details.  Copyright  ©2003  Gateway,  Inc.  All  rights  reserved.  Gateway  terms  and  conditions  of  sale 
apply.  Gateway.com  and  Gateway  Country  Stores,  LLC,  are  separate  legal  entities.  Gateway,  the  Black-and-White  Spot  Design  and  Gateway 
Professional  are  trademarks  or  registered  trademarks  of  Gateway,  Inc.  in  the  U.S.  and  other  countries.  Intel,  Pentium,  Intel  Inside  and  the  Intel 
Inside  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  Microsoft 
and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  Ad  Code:  113775 
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force  of  30,000,  more  than  16,000  have 
voluntarily  registered  for  the  SiteScape 
knowledge  portal.  Employees  create  on 
average  225  new  entries  in  the  system  every 
day,  and  in  2002,  the  site  received  1.7  mil¬ 
lion  page  views,  a  testament  to  the  power  of 
neural  networking. 

►  Convince  the  influencers.  KM  efforts  are 
just  as  vulnerable  to  negative  influences  as 
any  other  corporate  project.  Unlike  any 
other  project,  people  can  usually  get  around 
the  KM  system  if  they  so  wish.  And  with 
morale  lower  than  in  recent  years,  chat 
around  the  watercooler  can  do  a  lot  of  dam¬ 
age.  To  combat  this,  Brad  DeLong,  CIO  for 
Orix  Capital  Markets  (a  division  of  Orix 
USA),  seeks  out  the  people  he  calls  the 
group’s  “emotional  leaders.” 

When  he  began  his  KM  endeavor, 
DeLong  made  sure  to  win  over  a  long¬ 
standing  employee  who  was  certain  to 
sway  others.  “He  knows  everything  about 
the  business.  We  could  tell  he  wasn’t  plan¬ 
ning  to  use  the  tool.  He  just  wanted  to  get 
through  the  meeting  and  do  things  his  own 
way,”  says  DeLong.  “We  included  him  in 
the  process,  showed  him  how  this  was 
going  to  help  him  do  his  job.  He  just  loves 
it  now  and  tells  other  people  about  it.”  (If 
you  haven’t  already,  spend  the  $  14.95  on  a 
copy  of  Malcolm  Gladwell’s  The  Tipping 
Point  to  learn  more  about  influencers.) 

►  Make  it  a  no-brainer.  Most  people  are 
already  so  stretched  these  days  that  they 
cannot  contemplate  adding  another  layer 
onto  their  daily  routine.  Therefore,  you 
must  bake  knowledge  collection  and  dis¬ 
semination  into  people’s  everyday  jobs. 
That  will  mean  different  things  at  different 
companies.  At  Russell  Reynolds,  for 
instance,  recruiters  document  their  search 
efforts  in  the  application  they  already  use  to 
do  their  jobs  so  that  they  don’t  have  to  open 
a  second  application  and  make  a  special 
effort  to  capture  the  knowledge.  Road- 
weary  recruiters  dictate  candidate  notes  into 
assistants’  voice-mail  systems  with  no  typ¬ 
ing  or  Internet  connection  required. 
“There’s  no  extra  cost  to  contributing  the 
information,”  says  Saidel. 
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What’s  better  than  the  millions  you’ll  savi 
technology?  The  fact  that  we’ll  guarantee  i 
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At  Wilson  Sonsini  Goodrich  &  Rosati, 
time-pressed  lawyers  can  capture  informa¬ 
tion  in  their  customary  work  processes. 
“They  can’t  take  15  minutes  to  do  a  reply.  It 
wouldn’t  be  billable  time,”  says  Chris  Boyd, 
director  of  professional  development  and 
knowledge  management  for  the  600- 
attorney  business  law  firm.  For  Hallibur¬ 
ton,  knowledge  transfer  is  as  easy  as 
scribbling  something  on  the  back  of  an 
envelope.  Experts  can  jot  down  insights  in 
pencil  if  they  like  and  hand  them  off  to  the 
KM  staff  to  be  entered  into  the  system. 
“This  lowers  the  barrier  of  entry,”  says 
Behounek. 

►  Hire  a  knowledge  coordinator.  If  you  have 
funding,  create  a  full-time  position  of 
knowledge  coordinator  (also  called  knowl¬ 
edge  broker,  knowledge  steward,  facilita¬ 
tor,  champion).  This  role  comes  in  a  variety 
of  flavors.  Duties  include  retrieving  knowl¬ 
edge  and  entering  it  into  the  system,  inter¬ 
viewing  internal  experts,  writing  KM 
success  stories,  and  validating  that  exam¬ 
ples  entered  into  the  system  are  accurate  and 
kept  up-to-date. 

Boyd  found  it  essential  to  have  full¬ 
time,  dedicated  staff  to  oversee  the  care 
and  feeding  of  the  law  firm’s  knowledge. 
“We  needed  to  make  it  someone’s  real 
job  to  do  this.  Altruism  isn’t  enough,”  he 
says,  half-kidding.  Lawyers  get  paid — 
handsomely — for  serving  their  clients.  It 
would  be  unrealistic  for  them  to  learn 
and  use  a  whole  separate  application 
when  many  still  do  not  use  PCs. 

►  Tell  stories.  KM  experts  agree  that  tacit 
knowledge  (the  85  percent  of  human  under¬ 
standing  that  resides  in  someone’s  head  as 
opposed  to  an  external  place)  is  the  most 
valuable  type  of  knowledge.  But  getting  at 
tacit  knowledge  is  complex.  Melinda  Bick- 
erstaff,  vice  president  of  knowledge  man¬ 
agement  for  Bristol-Myers  Squibb  (BMS), 
an  $18  billion  drug  manufacturer,  has  peo¬ 
ple  tell  stories  about  their  experiences  (such 
as  winning  Federal  Drug  Administration 
approval  for  Sustiva,  an  anti-HIV  medicine) 
as  a  way  to  exchange  lessons  learned. 

In-house  journalists  take  detailed  notes 


at  1-414-524-4262. 
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during  the  proceedings  and  then  write  up  a 
report  in  article  format,  no  slides  allowed. 
“There  are  16  dimensions  to  a  story  and  only 
one  or  two  to  a  PowerPoint,”  says  Bickerstaff. 
Writing  an  article  as  opposed  to  a  bunch  of 
bullet  points  allows  the  synthesizer  to  weave 
together  themes  into  a  complex  whole  that 
more  fully  reflects  the  tacit  knowledge  of  the 


people  who  worked  on  the  problem. 

The  facilitators  establish  everyone’s  com¬ 
fort  level  from  the  start  by  assuring  partici¬ 
pants  that  the  notes  from  the  meeting  will 
never  be  seen  by  any  outside  person.  “The 
facilitators  steer  the  conversation  away  from 
‘Bob  screwed  up,’”  says  Alyson  Krumwiede, 
associate  director  of  strategic  facilities  plan¬ 
ning  for  BMS,  who  has  participated  in  three 
lessons-learned  sessions.  “With  this,  you’re 
not  looking  for  names.  You’re  looking  for 
what  you  learned  from  this  experience  that 
you  can  apply  next  time.”  The  approach 
appears  to  be  paying  off.  This  year,  BMS  has 
received  FDA  approval  on  two  new  drugs 
with  a  third  pending,  which  is  an  amazing 
coup  in  an  industry  where  one  approval  per 


Learn  More  About  KM 


Go  to  our  online  resource,  the  KM  Research 
Center  ( www.cio.com/km ),  to  learn  more  about 
knowledge  management.  For  updates  on  what’s 
new  on  our  website,  subscribe  to  the  monthly 
newsletter  THE  KM  NEWS.  To  sign  up,  go  to 
subscribe.cio.com/newsletters.cfm  or 
www.cio.com/printlinks. 
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year  is  considered  good. 

►  Recognize  contributors.  You  shouldn’t  pay 
people  for  sharing  knowledge  (see  “What  Not 
to  Do,”  Page  100),  but  you  must  recognize 
those  who  do.  “The  most  powerful  incentive 
for  sharing  is  peer  recognition,”  says  Peter 
Engstrom,  vice  president  for  corporate  knowl¬ 
edge  creation  at  Science  Applications  Inter¬ 


national  Corp.  (SAIC),  a  research  and 
engineering  company  that  helps  organizations 
grappling  with  KM. 

Shell  and  Giant  Eagle  opt  for  informal 
recognition  by  mentioning  accomplishments 
in  an  e-mail  or  newsletter  or  during  a  meeting. 
Halliburton  has  a  “most  valuable  player”  pro¬ 
gram  that  acknowledges  the  person  with  the 
best  idea  each  month.  Most  of  the  companies 
mentioned  here  build  knowledge  sharing  into 
employees’  formal  job  reviews.  Some  make 
bonuses  and  promotions  subject  to  sharing 
knowledge  while  others  use  it  as  one  factor  in 
an  overall  evaluation.  KM  supporters  say  that 
whatever  the  method,  it’s  important  to  make 
a  clear  statement  that  the  enterprise  appreci¬ 
ates  knowledge-sharers. 

►  Create  in-person  knowledge  forums.  Meth¬ 
ods  of  sharing  knowledge  range  from  portals 
and  intranets  to  online  discussion  sites  to 
informal  brown-bag  lunches.  But  the  most 
valuable  are  those  that  bring  people  together 
face-to-face.  Bickerstaff  has  no  fewer  than  five 
different  knowledge-sharing  forums  at  BMS, 
and  she  comes  up  with  new  ones  every  day. 
Her  latest  idea  is  borrowed  from  the  NASA 


Jet  Propulsion  Lab  and  is  called  My  BMS 
Experience.  It  started  when  Bickerstaff  invited 
a  34-year  company  veteran  to  give  a  talk  look¬ 
ing  back  on  his  career.  She  expected  about  100 
to  give  up  their  lunch  hour  to  hear  the  talk,  but 
instead  250  showed  up  creating  a  standing- 
room-only  situation.  “It’s  like  going  back  to 
the  campfire,  letting  people  tell  their  story,” 
she  says.  “Creating  opportunities  for  people 
to  share  what  they  know.  That’s  a  huge  side 
of  managing  knowledge.” 

At  SAIC,  a  team  that  has  experience  in  a 
particular  area  meets  in  person  with  a  team 
embarking  on  a  similar  challenge.  For  exam¬ 
ple,  a  group  with  experience  creating  a  system 
for  granting  credentials  to  physicians  in  the 
state  of  Florida  became  the  de  facto  team  on 
state  government  projects.  After  a  project  is 
complete,  team  members  meet  to  analyze 
what  worked  and  what  didn’t.  They  codify 
their  findings  in  SAIC’s  KM  system.  At  the  end 
of  each  workday,  project  teams  meet  to  exam¬ 
ine  the  gap  between  their  to-do  lists  and  what 
actually  got  done. 

It  is  axiomatic  that  people  issues  are  the 
thorniest  aspect  of  any  technology  initiative. 
KM  is  no  exception.  And  don’t  expect  getting 
individuals  involved  to  come  cheap.  Shell’s 
van  Unnik  estimates  the  annual  cost  of  the 
KM  system  at  about  $5  million,  with  the 
majority  of  that  sum  going  toward  engaging 
community  members.  “The  cost  is  man 
power,”  he  says,  including  two  to  three  full¬ 
time  employees  per  major  online  COP  (of 
which  Shell  has  12).  But  with  an  estimated 
annual  return  of  more  than  $200  million,  the 
investment  is  more  than  sound. 

Costly  in  both  time  and  money  as  it  may 
be,  you  cannot  avoid  the  heavy-lifting  of  get¬ 
ting  people  involved.  Says  SAIC’s  Engstrom, 
“You  have  to  systematically  embed  knowl¬ 
edge  sharing  into  the  culture  as  opposed  to 
overlaying  it  on  top.  You  can’t  bolt  it  on  and 
force  people  to  use  it.  The  atmosphere  of  trust 
has  to  be  there  first.  ”  HEI 


Lauren  Gibbons  Paul  is  a  freelance  writer  who  can  be 
reached  at  lauren.paul@comcast.net.  Send  your 
knowledge  management  war  stories  to  KM  Editor 
Megan  Santosus  at  santosus@cio.com. 


What  turned  Giant  Eagle’s 
KM  initiative  around  wasn’t  a 
proclamation  from  the  executive 
suite  or  even  a  cash  incentive  for 
using  the  system.  It  began,  simply 
enough,  with  a  shrimp  platter. 


104  CIO  DECEMBER  1,  2003  •  www.cio.com 


i 

7 

* 

ilk  i  - 

We  see  management 
a  little  differently 
from  the  other  guys. 


At  NetlQ,  we  don't  see  a  problem.  Only  solutions. 
Managing  your  Windows  server  environment  is  easier 
than  ever  with  Microsoft  Operations  Manager.  And, 
as  a  key  Microsoft  partner,  NetlQ  extends  Microsoft 
Operations  Manager  to  manage  and  secure  your 
entire  enterprise,  whether  you're  driving  UNIX, 
NetWare,  Linux,  Windows.. .or  all  of  them.  NetlQ. 
We're  the  management  people.  And  nobody  does 
management  smarter.  Nobody. 


CIO  eBook!  Get  your  free  copy  of  From  Chaos  to  Control: 
The  CIO's  Executive  Guide  to  Managing  and  Securing 
the  Enterprise,  www.netiq.com/manageability, 


Q 

net© 

Work  Smarter* 


©Copyright  2003  NetlQ  Corporation.  All  rights  reserved.NetlQ  and  the  NetlQ  logo  are  registered  trademarks  of  the  NetlQ  Corporation. 
All  other  names  and  products  mentioned  herein  may  be  the  registered  trademarks  of  their  respective  companies. 


Can  you  see  it? 


Middleware  is  Everywhere 


MIDDLEWARE  makes  the  on  demand  world  on  demand. 
And  middleware  is  powerful  IBM  software  like  Tivoli?  DB2®  and 
WebSphere®  Open,  behind-the-glass  technology  that  can 
automate  it  all  -  IBM,  Microsoft?  Oracle.  Problems  are  foreseen 
and  solved  before  they  occur.  IT  resources  are  directed  to 
core  business  needs.  Costs  are  reduced.  It's  automation. 
On  demand.  And  it  makes  your  customers  happy.  Very  happy. 
(e)  business  on  demand™  Go  to  ibm.com/software/automate 


1.  Automatic  overview  of  operation 

2.  Automatic  shipping  of  sale. 

3.  Automatic  identity  verification. 

4.  Automatic  updating  of  inventory. 

5.  Automatic  tracking  of  delivery. 
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Sound  Off 

Taking  Sides  on  Critical  IT  Issues 


How  Will 
Web  Services 
Ultimately 
Change 
Business? 


BY  ART  JAHNKE 

WEB  SERVICES  has  been  a  long  time  coming,  and  it  will  be  a  while 
before  it  arrives,  at  least  with  the  standards  that  are  needed  for 
the  technology  to  live  up  to  its  promise  (see  “The  Battle  for 
Web  Services,”  www.cio.com/printlinks).  But  the  day  will  def¬ 
initely  come  when  computers  conduct  what  CIO  Executive 
Editor  Christopher  Koch  describes  as  “deep,  meaningful  inter¬ 
actions  with  no  human  intervention.”  Shortly  thereafter,  auto¬ 
mated  machines  will  be  capable  of  not  just  telling  each  other 
what  to  do,  but  figuring  out  how  to  do  it,  and  doing  it,  using 
computer  code,  human  proteins  or  both. 

Now  consider  that  for  much  of  the  past  20  years,  every 
serious  company  on  the  planet  has  been  hiring  thousands  of 
a  relatively  new  kind  of  professional  worker  whose  job  has 
been  to  “intervene”  with  computers  in  many  of  the  same 
ways  that  will  soon  be  usurped  by  computers  themselves. 
Those  humans  have  done  more  than  support  the  technology 
needed  to  pursue  new  business  strategies;  they  have  changed 
the  culture  of  business,  and  they  boosted  the  role  of  the 
CIO  from  backroom  geek  to,  in  many  companies,  an  impor¬ 
tant  member  of  the  board  of  directors. 
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It  may  seem  simplistic  to  suggest  that  when  Web  services 
and  automated  machines  hit  their  stride,  there  will  be  a  lot 
fewer  humans  in  the  IT  department  and  corporate  culture 
will  change  again,  in  ways  larger  than  we  think.  But  accord¬ 
ing  to  speakers  at  the  Symposium  on  the  Coevolution  of 
Technology-Business  Innovations,  held  this  fall  at  IBM’s 
Almaden  Research  Center,  the  long-term  potential  of  new 
technologies  is  often  very  different  from  what  we  first  imag¬ 
ine.  For  example,  speaker  Hal  Varian,  economics  professor 
at  the  University  of  California  at  Berkeley,  reminded  the  audi-  £ 
ence  that  radio  was  considered  a  new  way  for  ship  captains  5 
to  communicate  with  colleagues  on  shore.  And  it  was  that.  ^ 
But  today,  that’s  a  footnote  in  the  evolution  of  radio  from  “ 

O 

technological  wonder  to  world-changing  industry. 

CT 

Could  Web  services,  now  seen  as  a  new  way  for  computers  £ 
to  communicate,  follow  a  similarly  strange  path?  Or  will  it  just  ^ 
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Middleware  is  Everywhere 


MIDDLEWARE  is  what  on  demand 
business  demands.  And  middleware  is 
software  like  IBM  WebSphere®  Using  an  open  and  scalable 
foundation,  WebSphere  lets  you  swiftly  respond  to  change. 
Applications  are  easily  updated,  tested  and  deployed. 
Lead  time  is  shortened.  And  everything  clicks,  regardless  of 
platform.  WebSphere  delivers  it  all.  On  the  money.  On  demand. 
(@  business  on  demancTat  ibm.com/websphere/middleware 


1.  New  design  already  tested. 

2.  Suppliers  already  linked. 

3.  Procurement  already  automated 

4.  Blueprints  already  updated. 

5.  Engine  all  ready  for  takeoff. 


WebSphere 


IBM,  WebSphere,  the  e-business  logo  and  e-business  on  demand  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in 
the  United  States  and/or  other  countries.  ©2003  IBM  Corporation.  All  rights  reserved. 
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Sound  Off 


shave  a  few  bucks  off  your  IT  budget?  How  will  your  business 
change  when  computers  do  what  your  staff  does  today? 

Sound  Off  is  a  weekly  online  column  about  current  IT- 
related  issues.  Web  Editorial  Director  Art  Jahnke  (ajahnke@ 
cio.com)  always  welcomes  feedback. 


WHAT  DRIVES  HISTORY:  TECHNOLOGY  OR  SOCIAL  CHANGES? 

Some  researchers  can  trace  the  feminist  movement  back  to  the 
invention  of  the  bicycle.  Technological  innovation  drives  social 
changes  in  ways  that  are  normally  unforeseen.  The  movement 
of  the  wife  from  home  and  mother  role  into  the  working  world 
would  have  been  impossible  without  many  of  innovations;  and 
the  social  changes  that  resulted  have  contributed  to  the  needs 
fulfilled  by  other  technologies,  such  as  the  cell  phone. 

Unfortunately,  I  am  beginning  to  hear  much  fear  regarding 
the  future  of  humans  in  the  workplace.  People  are  required 
now  to  do  tasks  that  computers,  robots  and  other  machinery 
cannot  do.  Much  hype  has  gone  into  artificial  intelligence  as 
being  a  medium  that  will  reduce  the  cost  of  decision  making. 
This  AI  must  rest  on  a  ubiquitous  system-to-system  communi¬ 
cations  protocol — which  Web  services  is  purported  to  provide. 
However,  the  development  of  business  strategy  and  the  cre¬ 
ation  of  markets  and  customer  desire  require  an  emotional 
attachment  of  the  customer  to  the  product.  Until  machinery 
can  “think  like  a  human” — that  is,  until  computing  machinery 
can  develop  a  humanlike  emotional  approach  to  solving  many 
problems — computing  cannot  replace  all  of  the  human  beings 
in  any  business  organization. 

Daniel  C.  Ashley 

CIO,  Eastern  Municipal  Water  District 

WEB  SERVICES  WON’T  REPLACE  CORE,  MISSION-CRITICAL 

applications  in  the  heart  of  financial  institutions  for  the  foresee¬ 
able  future.  Web  services  may  provide  certain  specialist  periph¬ 
eral  functions.  But  no  self-respecting  CIO  is  going  to  totally  rely 
on  the  service  levels  and  predictability  of  an  unknown  set  of 
Web  services  providers,  with  their  ugly  response  time  latencies 
compared  with  traditional  in-house  online  transaction  process¬ 
ing  applications.  We  have  been  trying  to  get  standards  imple¬ 
mented  in  our  industries  for  years,  starting  with  traditional  EDI 
decades  ago,  and  now  we  struggle  with  four  competing  Web 


services  standards  pushed  by  vendors  whose  commercial  inter¬ 
ests  overrule  the  goal  of  common  standards.  I  predict  that  Web 
services  will  find  a  small  niche  in  application  portfolios  but  never 
relieve  organizations  of  their  core  custodial  responsibilities  to 
store  and  maintain  corporate  data  in-house  with  controlled 
secure  user  interfaces.  Web  services  is  hardly 
the  panacea  it  is  purported  to  be.  It’s  cur¬ 
rently  slow,  expensive  to  integrate,  uglier  to 
understand.  It’s  useful  for  weather,  stock 
prices  and  commodity  product  quotes,  but 
that  is  hardly  core  or  revolutionary. 

Rodney  Griffin 
Executive  Director 
Product  Marketing  and  Management 
WorldGroup  Consulting 

WEB  SERVICES  PROVIDES  NICE  TOOLS,  NOT  MAGIC. 

Web  services  is  supposed  to  make  it  easier  to  interface  systems. 
This  should  cut  costs.  However,  at  small  and  midsize  firms  that 
I’ve  been  working  with  lately,  the  conversion  to  Web  services 
has  been  more  difficult  and  more  expensive  than  expected. 
Those  companies  also  experienced  a  maintenance  cost  for  the 
interfaces  that  was  almost  identical  to  the  point-to-point  inter¬ 
faces  that  they  had  been  using.  The  reason  is  simple:  Most  of 
the  labor  in  maintaining  interfaces  is  not  in  computer  pro¬ 
gramming.  I  found  that  80  percent  of  the  maintenance  labor  is 
in  specifications,  problem  determination,  human  interaction — 
areas  that  Web  services  doesn’t  exist.  Of  the  technical  work 
that  Web  services  does  affect,  it  reduces  costs  in  only  the  most 
technical,  heads-down  programming. 

So,  given  that  research,  I  think  Web  services  will  be  increas¬ 
ingly  implemented  in  the  small  and  midsize  companies,  prima¬ 
rily  as  Web  services  is  incorporated  into  vendor-supplied 
packages  such  as  Oracle  Financials,  SAP,  Maximo  and  so  on. 

Dean  Cashley 
Associate  Professor 
College  of  the  Canyons 

WEB  SERVICES  HAS  THE  CAPABILITY  TO  REPLACE  HUMAN 

work  efforts  in  areas  where  common  (or  nearly  common)  busi¬ 
ness  processes  exist  between  businesses.  Take,  for  example,  all 
of  the  human  effort  involved  in  the  supply  chain,  from  pur¬ 
chase  order  generation  through  payment.  While  this  area  has 
already  been  mostly  automated  within  businesses,  B2B  process 
automation  is  still  in  its  infancy,  and  this  is  where  the  greatest 
labor  effort  remains.  But  management  decision  making  will 
remain  a  human  endeavor. 

Dave  Minnich 

IT  Governance  Manager 
SKF  USA 


The  day  will  come  when  automated  machines  will 
be  capable  of  not  just  telling  each  other  what  to 
do,  but  figuring  out  how  to  do  it,  and  doing  it, 
using  computer  code,  human  proteins  or  both. 
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Middleware  is  Everywhere 


MIDDLEWARE  connects  the  unconnected.  .  . 

On  demand.  And  middleware  is  software  like  IHHHI 
IBM  Lotus®  Workplace.  An  innovative  platform  based  on 
open  standards  that  combines  multiple  collaborative  apps 
in  a  single,  dynamic  work  environment.  It’s  one  workplace 
tuned  to  individual  roles.  For  real-time  collaboration.  Real 
business  value.  Flexible  too,  it  also  leverages  IBM  Lotus  Notes" 
(©business  on  demand"1  at  ibm.com/lotus/middleware 


1.  Shares  credit  rating.  Now. 

2.  Responds  to  mortgage  broker.  Now. 

3.  Confers  with  local  branches.  Now. 

4.  Approves  loan  with  supervisor.  Now. 

5.  Does  it  all  on  one  platform.  Now. 


From  the  Publisher 

gbeach@cio.com 


Doing  More  with 
Less  Has  Limits 

CIOs  SPENT  YEARS  MOVING  DATA,  first  from  mainframes  to  mini¬ 
computers,  then  to  PCs,  local  area  networks  and  finally  to  the 
Web.  In  the  spring  of  2001,  CIOs  stopped  moving  data  just  as 
their  businesses  were  poised  to  extend  nearly  completed 
intranet  infrastructures  to  supply  chain  partners  and  customers 
via  Web  services. 

Since  that  time,  as  I  mentioned  in  my  Feb.  15, 2003,  column, 
“CF-Nos”  have  taken  control  of  the  pace  of  technology  spend¬ 
ing.  While  budgets  shrunk — though  they  didn’t  disappear 
entirely — many  in  the  industry  have  acted  as  if  they  have  van¬ 
ished.  CIOs,  in  turn,  were  forced  to  learn  the  language  of  ROI, 
and  even  though  some  iterations  of  ROI  were  veiled  excuses  by 
the  CF-No  not  to  invest  in  technology,  the  moniker  ROI  at  least 
conveyed  a  positive  proposition. 

But  a  new  dialect  of  ROI  is  now  being  spoken  by  CIOs  and 
vendors.  And  this  language  makes  no  sense. 

In  my  role  as  publisher,  I  enjoy  meeting  with  vendors  when 
they  come  to  visit  our  editorial  staff.  This  year,  ROI  has  been 


dropped  from  their  marketing  literature  and  vendor-speak,  and 
it  has  been  replaced  by  a  new  mantra:  “Do  more  with  less.” 

At  face  value,  “Do  more  with  less”  appeals  directly  to  the 
pain  points  CIOs  are  feeling.  Less  money  to  spend,  less  people 
on  staff,  less  time  to  do  it  all.  I  get  that  part  of  it.  What  I  have 
a  more  difficult  time  with  is  that  businesses,  though  strapped  for 
investment  dollars,  still  have  to  operate  IT  infrastructures.  Each 
day  their  employees  create  more — not  less — information.  Every 
new  purchase — even  on  reduced  budgets — adds  more  burdens 
to  existing  infrastructures,  not  less. 

Doing  more  with  less  is  a  dangerous  standard  for  CIOs  to 
live  by.  Commit  to  it,  and  I  guarantee  that  your  CF-No  will 
ratchet  it  up  to  “Do  more  and  more  with  less  and  less.”  And 
doing  more  with  less  will  pave  a  sure  road  to  a  future  infra¬ 
structure  that  does  less  with  more.  If  CIOs  head  down  that 
route,  they’ll  have  more  to  worry  about  than  reduced  budgets. 
They  may  have  to  worry  about  finding  new  jobs. 
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Middleware  is  Everywhere 


Can  you  see  it? 
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1.  Verifies  insurance  on  the  spot. 

2.  Files  digital  claim  in  an  instant. 

3.  Approves  estimate  at  the  site. 

4.  Orders  new  bumper  at  the  scene. 

5.  Receives  settlement  in  a  snap. 


DB2 


MIDDLEWARE  unifies  the  on  demand  world. 

On  demand.  And  middleware  is  software  like  IBM 
DB2  Content  Manager.  A  complete  and  open  solution  that 
easily  manages  and  leverages  information  from  almost 
anywhere.  Even  content  like  video  and  scanned  images 
is  easily  and  securely  accessed.  It’s  how  responsiveness 
increases,  productivity  soars  and  knowledge  becomes  power, 
(©business  on  demand!"  Go  to  ibm.com/db2/middleware 
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Leadership  and  Management 
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Small  Teams,  Big  Returns 

A  key  to  the  success  of  CBS’s  IT  workgroup  was  setting  strong 
performance  goals  BY  ALICE  DRAGOON 


When  Amy  Berkowitz  became  CIO  of 
CBS  in  August  2001,  she  inherited  an  IT 
group  organized  by  business  units.  That 
structure  had  worked  well  when  there 
hadn’t  been  a  lot  of  change  in  the  com¬ 
pany’s  network  television,  TV  station, 
radio  and  outdoor  advertising  businesses, 
or  in  the  core  technologies  supporting 
them.  But  the  world  was  going  digital, 
and  CBS  needed  to  ready  itself  for  conse¬ 
quent  changes  in  workflow,  distribution, 
advertising  and  sales. 

CBS  IT  was  already  laudably  effi¬ 
cient,  running  at  about  50  percent  of  the 
cost  of  the  average  IT  shop,  according 
to  Meta  Group,  yet  Berkowitz  realized 
that  being  efficient  and  effective  was 
no  longer  enough.  “There  was  a  new  set 
of  metrics  we  needed  to  be  prepared  for: 
adaptability,  speed  and  innovation.  And 
the  way  we  were  organized,  we  were  not 
going  to  be  successful  at  any  of  those,” 
she  says.  Berkowitz  wanted  her  IT  group 
to  be  more  agile  and  closer  to  users,  yet 
even  more  efficient.  After  a  lot  of  home¬ 
work,  Berkowitz  decided  that  a  new 
organizational  structure  that  was  cen¬ 
tered  on  small  teams  offered  the  most 
potential  for  achieving  those  seemingly 
conflicting  goals.  She  rolled  out  the  teams 
in  January  2002. 

Small  teams  are  revered  in  software 
development  and  other  technical  fields 
for  their  absence  of  bureaucracy.  Bill 
Gates,  business  author  Tom  Peters  and 
Google  CEO  Eric  Schmidt,  among  oth¬ 
ers,  have  lauded  small  teams  as  the  ideal 
structure  for  getting  good  work  done. 

But  how  do  small  teams  work  in  the 
IS  department,  where  technical  work  is 
only  part  of  the  job  and  regular  contact 
with  business  managers  and  users  is 
paramount? 


Elements  of  Small  Teams 

In  moving  from  a  line-of-business  focus 
to  what  she  calls  a  product-center  focus, 
Berkowitz  eliminated  the  need  to  have 
redundant  groups  working  on  the  same 
kinds  of  applications.  For  example,  instead 
of  having  four  separate  teams  supporting 
finance  and  administration  systems  for 
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the  TV  network,  TV  station,  radio  and 
outdoor  advertising  businesses,  CBS  now 
has  a  single  group  that  handles  such  sys¬ 
tems  for  the  entire  company.  Four  prod¬ 
uct  area  managers  (reporting  directly  to 
Berkowitz)  oversee  each  of  the  four  kinds 
of  software  products  that  CBS  uses: 
finance  and  administration,  sales  and  traf¬ 
fic,  programming  and  production,  and 
interactive  systems.  Within  each  of  these 
product  areas,  project  managers  coordi¬ 
nate  three  to  five  dedicated  workgroups 
that  handle  all  development  and  support. 

So  fag  so  good — but  not  much  different 
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HOW  CLOSE  ARE  YOU  TO  THE 
NEXT  GENERATION  OF  NETWORKING? 

THE  ANSWER  IS  JUST  BENEATH  THE  SURFACE 


Within  your  desktops,  notebooks,  switches  and  servers  are  chips  enabling  your  business  to  operate  in  real  time,  delivering  Gigabit 
speed  both  reliably  and  securely.  When  the  top  10  computer  and  networking  equipment  brands  need  unsurpassed  performance, 
they  turn  to  us.1  Broadcom®  chips  are  two  to  three  times  faster  than  the  closest  competitor’s  in  delivering  network  throughput  on 
your  demanding  applications.2  Whether  you’re  wired  or  wireless,  networking  hardware  built  with  Broadcom  technology  ensures  the 
devices  you  use  today— as  well  as  those  you  add  tomorrow— will  connect  easily  and  seamlessly  across  air,  fiber  and  copper. 


Learn  how  building  upon  Broadcom®  chips  end-to-end 
can  provide  you  with  faster  network  performance. 
Download  the  first  two  chapters  of  our  new  e-book 
“Architecting  Next-Generation  Networks”  now  at 

www.cio.gobroadcom.com/ebook 
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from  the  typical  cen¬ 
tralization  effort.  The 
main  feature  of  the 
new  structure,  how¬ 
ever,  is  the  20  newly 
created  workgroups. 
These  are  independent  small  teams  each 
made  up  of  four  to  seven  people  with 
complementary  skills:  one  workgroup 
lead  (who  is  a  process  specialist),  one  or 
more  developers,  one  or  more  people 
responsible  for  testing  and  documenta¬ 
tion,  and  one  business  analyst/architect 
whose  job  is  to  understand  the  business 
needs  and  relay  that  to  the  rest  of  the 
workgroup. 

The  idea  is  that  the  members  of  these 
small  workgroups  commit  to  a  common 
purpose,  approach  and  processes,  and 
hold  themselves  mutually  accountable  for 
delivery  against  clearly  defined  perform¬ 
ance  goals.  “The  key  is  to  make  sure  [the 
workgroups]  have  a  very  focused  purpose. 
And  that  they’re  very  outcome-based,” 
says  Berkowitz. 

Jon  R.  Katzenbach,  coauthor  of  The 
Wisdom  of  Teams  and  a  consultant  spe¬ 
cializing  in  workforce  performance,  says 
strong  performance  goals  are  essential  for 
maximizing  the  value  of  small  teams.  “If 
groups  want  to  achieve  team  perform¬ 
ance,  the  most  important  factor  is  not  the 
leader  of  the  team;  it  is  the  clarity  around 
the  performance  purpose  for  that  group,” 
he  says.  “The  more  clear  and  compelling 
that  is,  the  more  naturally  those  people 
will  function  as  a  team.” 

Because  CBS’s  IT  teams  are  independ¬ 
ent  and  self-contained,  there  are  fewer 
handoffs  in  the  development  process  than 
before;  a  workgroup  is  responsible  for  all 
development  and  support  functions  for  a 
given  product  (or  piece  of  a  product), 
resulting  in  increased  productivity  and 
efficiency.  At  the  same  time,  each  work¬ 
group  has  a  great  deal  of  autonomy  to 
get  the  job  done.  That  improves  quality 
and  sparks  innovation,  Berkowitz  says. 

To  make  sure  the  independence 


Hot 

Seat 


afforded  the  workgroups  doesn’t  result  in 
anarchy,  Berkowitz  also  established  an 
overarching  strategic  services  group, 
which  has  its  own  set  of  small,  virtual 
teams,  made  up  of  people  representing 
various  levels  of  IT  (and  who  still  spend 
80  percent  of  their  time  on  their  “day 
jobs”).  These  teams  help  Berkowitz  han¬ 
dle  governance,  program  management, 
enterprise  architecture,  and  technology 
and  strategic  planning.  Strategic  services  is 
also  responsible  for  understanding  busi¬ 
ness  goals  and  developing  a  master  sched¬ 
ule  and  capacity  plan  for  all  of  CBS  IT. 

The  strategic  services  layer  serves  to 
tie  together  the  functional  workgroups, 
says  Howard  Rubin,  executive  vice  pres¬ 
ident  of  Meta  Group,  whom  Berkowitz 
brought  in  to  help  with  the  reorganiza¬ 
tion.  “You  want  the  efficiency  of  a  small 
team  and  autonomy  to  generate  intimacy. 
But  you  don’t  want  chaos,”  he  says. 

The  CIO’s  Role  in  Small  Groups 

Berkowitz’s  first  priority  in  managing 
small  teams  is  setting  clear  and  compelling 
performance  expectations  by  laying  out 
for  everyone  in  her  group  her  short-  and 
long-term  vision  for  using  IT  at  CBS  and 
the  strategy  for  getting  there.  Then,  she 
engages  in  what  she  calls  “relentless  mon¬ 
itoring”  of  the  workgroups’  progress.  “I 
help  them  evaluate  where  they’re  hitting 
and  where  they’re  missing,  and  put  plans 
in  place  to  adjust  for  the  gaps,”  she  says. 
(The  dashboard  of  the  IT  project  man¬ 
agement  office,  which  rolls  up  scheduling 
information  from  the  workgroup  leads, 
gives  her  a  real-time  view  of  all  projects.) 

Since  the  reorganization  wasn’t  moti¬ 
vated  by  a  crisis,  Berkowitz  has  to  regu¬ 
larly  expound  on  its  benefits  to  convince 
workgroup  members  to  embrace  the  con¬ 
cept  of  mutual  accountability.  (Rubin 
describes  Berkowitz’s  communication 
strategy  as  one  of  “polite  hammering.”) 
For  example,  IT  workers  now  have  the 
bandwidth  to  do  strategic  projects  rather 
than  being  tied  up  in  day-to-day  work. 


Berkowitz  also  tries  to  make  sure  her 
employees  take  advantage  of  cross¬ 
training  opportunities  to  build  their 
skills.  For  instance,  in  a  recent  Web  devel¬ 
opment  project,  developers  with  only  two 
of  the  four  requisite  skills  were  paired 
with  more  experienced  developers,  who 
served  as  on-the-job  trainers. 

In  addition  to  publishing  a  monthly 
newsletter,  Berkowitz  holds  quarterly 


I.S.  ORGANIZATIONAL  STRUCTURE 

Five  Conditions 
for  Small  Teams 

Small  teams  energize  employees, 
making  them  more  effective  and 
productive.  They  also  increase  an 
organization’s  leadership  capacity, 
says  Jon  R.  Katzenbach,  coauthor  of 
The  Wisdom  of  Teams.  To  reap  the  full 
benefits  of  small  teams,  you  need 
these  five  things,  he  says. 

1.  A  clear,  compelling  performance 
purpose.  This  is  the  most  critical 
factor  in  getting  a  group  to  function 
as  a  team. 

2.  A  clear  set  of  specific  goals. 

3.  The  right  set  of  working  skills. 

4.  Mutual  accountability. 

5.  The  ability  to  shift  the  leadership 
role  as  appropriate. 


town  hall-style  meetings  in  the  MTV-ish 
cafeteria  known  as  The  Lodge  at  CBS’s 
New  York  City  headquarters.  She  brought 
her  boss,  CFO  Bruce  Taub,  to  the  last 
meeting,  where  she  talked  up  small-team 
successes  and  showed  clips  from  the  TV 
airing  of  flashy  new  graphics  developed 
by  a  workgroup. 

Tapping  into  the  workgroups’  sense  of 
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The  Wicked  Witch  of  ' ' he  ? 


Location  matters.  I _ 

Without  it,  you  don't  have  the  whole  story. 

Is  a  web  visitor's  presence  good  for  your  business?  Or  are  they  out  for  you  and  your  little 
dog,  too?  You  can  ask  for  location  verification,  but  you  need  to  know  the  truth. 

Quova's  geolocation  technology  determines  the  real-world  location  of  a  website 
visitor  -  all  the  way  down  to  their  city.  And  that  can  help  you  avoid  doing  business 
with  the  wrong  people. 

Using  its  unique  closed-loop  methodology,  Quova  lets  you  authenticate  users,  manage 
access  and  configure  intrusion  detection  to  block  traffic  from  certain  hazardous  IP  domains. 
Quova  even  offers  network  connection  and  performance  data  with  pinpoint  accuracy. 

With  Quova's  fully  integrated  enterprise  solutions,  companies  have  unparalleled 
confidence  in  their  network  security  strategies. 


Get  the  whole  story.  Call  Quova  today: 

1-877-737-8682 
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MANAGEMENT  REPORT 

A  Survival  Guide  for  New  Leaders 


pride  is  a  better  man¬ 
agement  strategy  than 
depending  on  money, 
according  to  Katzen- 
bach.  Money  runs 
out,  after  all.  “Teams 
take  great  pride  in  what  they’re  doing, 
how  they’re  doing  it  and  who  they  do 
it  with,”  he  says.  “That’s  what  motivates 
them.” 

Demonstrating  Big  Benefits 

Software  quality  is  up  since  the  new  struc¬ 
ture  went  into  place,  which  Berkowitz 
attributes  to  the  fact  that  workgroups 
now  feel  an  established  ownership  of  each 
piece  they  develop.  The  clear  definition 
of  ownership  also  improves  efficiency. 
Project  Manager  Linda  Audibert  says  that 
knowing  which  workgroup  is  responsi¬ 
ble  for  each  piece  of  an  application  makes 
her  job  of  distributing  software  enhance¬ 
ments  and  changes  easier — and  faster — 
than  it  was  under  the  line-of-business 
structure. 

The  workgroup  structure  also  gives  IT 
the  ability  to  turn  on  a  dime.  For  example, 
a  new  management  team  for  Infinity  Radio 
(which,  like  CBS,  is  a  division  of  Viacom) 
recently  wanted  to  improve  communica¬ 
tion  through  an  extranet  for  advertisers 
and  an  intranet  for  employees.  Berkowitz 
was  able  to  quickly  shift  gears  by  rede¬ 
ploying  workgroups  to  accommodate  the 
shift  in  priorities. 

The  efficiencies  gained  through  work¬ 
groups  have  allowed  Berkowitz  to  under¬ 
take  rationalizing  IT  applications — a  big 
task  that  the  IS  group  hadn’t  had  time  to 
tackle  internally  before,  or  the  money  or 
inclination  to  do  with  consultants.  The 
rationalization  team  has  already  identi¬ 
fied  opportunities  to  consolidate  or  retire 
systems  that  are  redundant  or  no  longer 
needed  and  to  replatform  systems  that  are 
outdated  and  therefore  hard  to  support. 

Besides  giving  IT  staffers  systems  that 
are  easier  to  maintain,  the  rationalization 
effort  is  improving  and  upgrading  the 


How  to  Smooth 
Leadership  Transitions 

“Sink  or  swim”  is  a  much-loved  cliche 
in  business,  but  it  isn’t  a  viable  approach 
for  the  half-million  managers  and  exec¬ 
utives  who  start  new  jobs  at  Fortune 
500  companies  each  year,  says  Harvard 
Business  School  associate  professor 
Michael  Watkins.  People  receive  lessons 
on  how  to  swim  before  they’re  allowed 
in  the  deep  end;  by  the  same  token,  new 
leaders — and  their  organizations — need 
a  systematic  approach  to  job  transitions. 

It  takes  just  over  six  months,  on  aver¬ 
age,  for  new  leaders  to  reach  what 
Watkins  calls  the  break-even  point:  the 
part  of  the  learning  curve  at  which  they 
start  creating  net  value  for  their  organi¬ 
zations.  In  his  newly  published  book, 
The  First  90  Days  (Harvard  Business 
School  Press,  November  2003),  Watkins 
lays  out  a  framework  for  shortening  the 
transition  period  for  new  leaders. 

The  first  steps  for  a  new  leader  are  to 
make  a  mental  break  from  the  old  job 
and  prepare  thoroughly  for  the  new  one. 
“Perhaps  the  biggest  pitfall  you  face  is 
assuming  that  what  has  made  you  suc¬ 
cessful  to  this  point  in  your  career  will 
continue  to  do  so,”  Watkins  writes.  New 
leaders  need  to  research  everything  about 
their  new  role:  formal  tasks  and  implicit 
responsibilities;  markets,  products,  tech¬ 
nologies  and  systems;  and  (if  they’re  new 
to  the  organization)  culture  and  politics. 

What  comes  next  depends  on  the  job 
level,  Watkins  says.  For  junior  man¬ 
agers,  the  most  important  tasks  are  cre¬ 
ating  a  network  of  contacts,  both  inside 
and  outside  the  organization,  and  build¬ 
ing  a  relationship  with  their  new  boss. 
Getting  to  know  the  new  superior  isn’t 
about  sucking  up;  it’s  a  carefully  planned 
series  of  conversations  about  the  situa¬ 


tion  at  hand,  the  boss’s  expectations,  his 
personal  style  and  resources  available. 

For  senior  executives  in  a  new  job, 
there  are  three  critical  tasks,  says  Watkins: 
building  a  network,  evaluating  the  staff 
(firing  and  hiring,  if  necessary)  and 
ensuring  the  strategic  alignment  of  the 
organization.  The  last  task  is  the  tallest. 
It  requires  figuring  out  whether  the  orga¬ 
nization’s  strategy  is  sound,  and  devel¬ 
oping  skills  and  systems  necessary  to 
achieve  the  strategy. 

Paying  attention  to  job  transitions  isn’t 
just  a  good  career  move  for  individuals, 


it’s  also  a  good  idea  for  organizations. 
Roughly  a  quarter  of  managers  in  a  typ¬ 
ical  company  take  new  jobs  each  year, 
which  means  that  transition  periods 
never  stop  in  most  large  organizations. 
Yet  in  studying  leadership  programs  at 
U.S.  companies,  Watkins  found  only  a 
few  that  try  to  coach  managers  on  how 
to  accelerate  their  transitions. 

“What  would  it  be  worth  to  an 
organization  if  all  its  leaders  in  transi¬ 
tion  could  reach  the  break-even  point 
one  month  earlier?”  asks  Watkins.  Call 
the  answer  the  ROI  of  people. 

-Edward  Prewitt 
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ILLUSTRATION  BY  CHRISTOPH  HITZ 


Eliminate  boundaries  and  you  create  opportunity.  At  Nortel  Networks,  we  transform  networks. 
Removing  barriers  to  efficiency,  productivity  and  growth.  Making  your  business  a  more 
profitable  place,  nortelnetworks.com 

NORTEL 

NETWORKS 

BUSINESS  WITHOUT  BOUNDARIES 


boxes  can  be  flattened  walls  can  be  torn  down  leashes  can  be  broken 
gates  can  be  unlocked  welcome  to  the 
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skills  of  IT  employ¬ 
ees,  thus  increasing 
their  job  satisfaction. 
A  longtime  employee 
originally  hired  to  work 
on  mainframes  and  to 
help  with  Y2K  remediation,  for  example, 
is  now  developing  client/server  and  Web- 
based  applications. 

Shelley  Hanna,  a  senior  programmer 
who  is  also  a  member  of  the  strategic 
services  technology  and  strategic  planning 
workgroup,  says  the  small-team  model 
pays  off  on  two  levels.  “At  the  bottom 
end,  because  there’s  more  standardization 
and  more  governance,  it  really  sets  people 


“If  groups  want  to 
achieve  team 
performance,  the 
most  important 
factor  is  not  the  leader 
of  the  team;  it  is  the 
clarity  around  the 
performance  purpose 
for  that  group.” 

-Jon  Katzenbach.  coauthor  of 
The  Wisdom  of  Teams 


up  to  succeed;  there’s  less  room  to  fail, 
less  variation,”  she  says.  “And  at  the  top 
end,  it  opens  it  up.  Now  there’s  not  a 
sense  of  ‘This  is  where  your  job  starts, 
don’t  go  beyond  that.’” 

And  up  at  the  top,  Berkowitz  is  con¬ 
vinced  she’s  chosen  a  good  path.  Not  only 
do  the  small  teams  improve  CBS  IT’s 
agility,  they  will  result  in  a  30  percent  to 
40  percent  reduction  in  operating  costs 
once  all  the  current  projects  are  complete, 
says  Meta  Group’s  Rubin.  Faster,  better 
and  cheaper — all  at  the  same  time.  1313 


Senior  Editor  Alice  Dragoon  can  be  reached  at 
adragoon@cio.com. 


Leadership  Agenda  by  susan  h.cramm 

New  Year’s 
Resolutions 
for  CIOs 

Ten  must-dos  for  2004 

At  this  time  of  the  year,  most  businesspeople  are  feeling 
a  little  ragged.  The  holiday  season  is  a  mad  dash,  as 
preparations  and  parties  start  colliding  with  current-year 
commitments  and  the  coming  year’s  attractions.  With  all 
that  going  on,  it’s  easy  to  lose  perspective  on  one’s  career 
progress  and  even  harder  to  identify  the  smart  moves  that 
will  make  a  difference  going  forward. 

In  the  hope  that  you  will  find  a  few  minutes  of  peace  in  the  next  few  weeks,  I 
take  this  opportunity  to  share  some  insights  in  the  form  of  New  Year’s  resolu¬ 
tions.  The  following  is  the  antidote  for  my  “Ten  Mistakes  CIOs  Too  Often  Make” 
column  published  earlier  this  year  (available  at  www.cio.com/printlinks )  and 
is  inspired  by  clients,  friends  and  readers  who  have  mastered  the  ability  to 
maintain  focus  and  optimism  in  the  midst  of  the  daily  grind. 

Spend  one  day  a  week  with  the  “one  level  down”  and  the  “front  line.” 
Seek  information  that  will  broaden  your  perspective  and  ensure  that  you 
live  and  lead  in  the  real  world.  “One  level  down”  is  the  code  phrase  of  a  gro¬ 
cery  retail  CIO  who  believes  that  if  you  want  to  influence  the  opinions  of  your 
peers,  then  influence  the  opinions  of  their  direct  reports.  Another  great  source 
for  insight  is  the  frontline  employees  of  your  organization. 

Fix  the  top  service  issue.  Delivering  the  basics  establishes  the  water¬ 
mark  for  your  organization’s  credibility.  All  your  other  accomplishments 
will  suffer  if  you  are  unable  to  deliver  a  level  of  service  consistent  with  what 
your  business  delivers  to  its  customers.  Stop  ignoring  it  or  excusing  it;  there 
are  a  million  good  reasons  why  your  service  is  the  way  it  is,  but  none  of  them 
matter.  Analyzing  the  underlying  root  causes  and  formulating  a  workable 
improvement  program  will  require  heavy  involvement  on  your  part. 

Deliver  5  percent  annual  efficiency  gains.  Every  executive  is  expected 
to  deliver  efficiencies  without  waiting  for  a  mandate  from  above.  Beyond 
the  one-time  benefits  of  consolidation,  the  only  way  to  deliver  efficiency  in  a 
responsible  manner  is  by  reducing  demand  or  the  cost  of  delivering  each 
“unit.”  Although  efficiency  programs  require  an  understanding  of  your  opera¬ 
tional  costs  and  underlying  cost  drivers,  many  organizations  derail  their 
efficiency  programs  by  spending  too  much  time  on  comprehensive  cost 
analysis.  Your  IT  managers  usually  know  the  systems  that  take  the  most  time 
to  support,  the  customers  who  are  the  most  demanding  and  the  services 
that  constantly  require  exception  processing. 
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Protect  the  edge  of  your  network 

""leading-edge  technology. 

Check  Point™  VPN-1®  Edge™  is  a  new  appliance  that  easily  and  securely 
connects  your  remote  sites  —  perfect  for  large-scale  deployments. 


This  is  an  all-in  one  appliance 
tailored  to  meet  the  broad  needs  of 
today’s  corporations.  VPN-1  Edge  works 
with  your  existing  infrastructure  to  secure  and 
connect  all  your  remote  locations,  including  branch, 
retail  and  partner  sites. 


Up  and  running  in  minutes,  VPN-1  Edge  takes  your  security  to  the 
very  edge  of  your  network  by  integrating  VPN-1®/FireWall-1®  technology, 
high  availability  and  networking  features.  It’s  plug-and-play  security  that  you 
can  manage  from  a  central  corporate  IT  department. 


•  Patented  Stateful  Inspection  firewall 


•  Centralized  SMART  management 

•  One-Click  VPN  deDlovment 


VPN-1  Edge  solutions  for  all  your  remote 
and  branch  locations  start  at  $399. 

Visit  www.checkpoint.com/edge  to  learn  more 
about  VPN-1  Edge  Internet  security  appliances. 
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4  Facilitate  an 
IT-enabled 
business  strategy. 

Strategy  is  a  demand 
management  tactic. 
Establishing  priori¬ 
ties  and  criteria  for  future  opportuni¬ 
ties  are  two  of  the  most  important 
outcomes  of  effective  strategy-making. 
Many  CIOs  are  sheepish  about  strategy¬ 
making  efforts  outside  the  four  walls  of 
IT  because  they  are  concerned  about 
participation  from  the  business  side. 
Find  consultants  who  can  facilitate  a 
process  that  answers  “what  should  we 
invest  in  and  why”  in  six  half-day 
sessions  during  two  to  three  months. 
Get  participation  at  the  broadest  and 
highest  level  you  can  without  exposing 
your  backside.  Since  strategy  is  itera¬ 
tive,  an  initial  process  attended  by 
junior  executives  will  provide  the 
positive  word-of-mouth  necessary  to 
institutionalize  the  process  at  more 
senior  levels  over  time. 

Make  the  CFO  the  bad  guy. 
Balancing  IT  supply  and  demand 
requires  that  someone  says  “no”— but 
it’s  in  your  long-term  interests  that  it 
not  be  you.  Fortunately,  the  CFO  is 
chartered  with  the  job  of  allocating 
scarce  financial  resources,  which 
allows  him  to  be  the  heavy  without 
anybody  taking  it  personally.  Repeat 
after  me:  The  CFO  is  my  friend.  Stop 
trying  to  placate  the  CFO’s  constant 
nagging  about  elusive  IT  value.  Instead, 
put  him  in  the  driver’s  seat.  Using  your 
company’s  existing  capital  budgeting 
and  decision-making  practices,  help 
the  CFO  apply  good  financial  disci¬ 
plines  to  technology  investments 
(including  setting  an  overall  IT  funding 
limit,  determining  portfolio  allocations 
for  return  and  risk  management, 
establishing  corporate  oversight  on 
strategic  investments  while  delegating 
tactical  expenditures  to  business  units, 
staging  funding,  assigning  value 


accountability  and  monitoring  value 
delivery). 

Make  the  CIO  the  good  guy. 

Build  a  service  organization  that 
shows  respect  and  appreciation  for 
your  customers.  Ensure  that  senior  IT 
leaders  have  good  soft  skills,  including 
empathy,  network-building,  perceptive¬ 
ness,  teaming  and  persuasion  (for  more 
information,  see  the  book  First,  Break 
All  the  Rules).  Design  an  organization 
that  has  the  ability  to  flex  capacity  by 
allocating  internal  headcount  on  those 
positions  that  gate  supply— project 
managers,  business  analysts,  and 
senior  application  and  infrastructure 
design  engineers. 

Show  project  value  in  six  months. 
Build  your  credibility  and  reduce 
project  risk  by  requiring  that  all  IT- 
enabled  business  investments  deliver 
value  within  six  months.  Increase  your 
odds  of  doing  so  by  understanding 
what  drives  value  and  sequencing 
these  “value  dependencies”  as  early 
as  possible.  Claim  victory  for  all 
progress  made  within  the  scope  of  the 
investment,  whether  it’s  IT-related  or 
not.  Follow  the  lead  of  a  travel  distribu¬ 
tor  who  implemented  a  supply  chain 
integration  program  with  18  releases 
over  five  years.  The  company  under¬ 
stood  that  improvements  in  quality, 
cycle  time  and  efficiency  required 
many  big  changes  in  tandem:  consoli¬ 
dated  organizations,  new  order  man¬ 
agement  and  fulfillment  processes,  a 
single  customer  image,  enterprise 
visibility  on  orders  and  status,  and 
integration  with  key  external  vendors. 
The  six-month  value  rule  forced  them 
to  sequence— consolidation  of  the 
organization  followed  by  establish¬ 
ment  of  metrics,  an  integrated  cus¬ 
tomer  database,  enterprise  order 
transparency,  and  so  forth. 

Plant  architecture  on  terra  firma. 
Put  an  end  to  the  fancy,  far  out, 
who-really-understands-it  architec¬ 


ture  group.  Make  standards  job  num¬ 
ber  one.  Technology  retirement,  with 
the  goal  of  minimizing  the  technology 
footprint  and  operating  costs,  is  job 
number  two.  Use  some  of  your  hard- 
earned  political  capital  to  ensure  that 
IT  retains  authority  over  technology 
standards.  Set  priorities  based  on 
application  requirements  for  the  next 
two  years  or  so  and  invest  ahead  of 
need  in  a  disciplined  manner.  You  can 
do  this  by  pacing  investment  in  line 
with  business  growth  and  self-funding 
through  efficiency  savings. 

Manage  by  the  numbers. 
Anything  worth  doing  deserves  to 
be  measured.  Run  IT  like  a  business  by 
monitoring  value,  productivity,  service 
and  retention  trends.  Drive  value  and 
efficiency  using  operational  metrics— 
not  just  financial  ones.  Monitor  project 
success  based  on  cycle  time,  use-case 
analysis  and  usage. 

Manage  your  share  of  mind. 
Challenge  yourself  on  the 
feasibility  and  importance  of  your 
tactical  plans  by  summarizing  your 
annual  objectives,  initiatives,  account¬ 
abilities  and  measurements  on  a  single 
page  (no  ll-by-17  sheets).  Make 
choices  about  what  you  will  follow  and 
track,  and  acknowledge  that  other 
people  will  be  responsible  for  activities 
that  never  make  it  onto  your  page. 

If,  on  reading  this,  you  found  an  idea 
or  two  that  resonated,  please  drop  me 
an  e-mail  in  the  form  of  a  New  Year's 
resolution.  Throughout  2004, 1  will 
periodically  resend  your  e-mail  back  in 
the  hope  that  you  will  stay  resolved  to 
adopt  IT  leadership  behaviors  that 
make  your  time  in  the  CIO  role  full  of 
many  happy  returns.  QE1 


Susan  H.  Cramm  is  president  of  Valuedance,  an 
executive  coaching  firm  based  in  San  Clemente, 
Calif.  Her  e-mail  address  is  scramm@cox.net.  To 
see  her  past  columns  and  Q&As  with  readers,  go 
to  www.  cio.  com/ leadership/ agenda.html. 
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Baylor  University 

Deploys  Business-Driven  Network.™ 

Serving  the  educational  and  recreational  needs  of  14,000  students  is  a  tall  order 
for  any  IT  department.  You  have  to  ensure  access  to  critical  classroom  resources 
as  well  as  provide  the  Internet  and  e-mail  services  expected  by  today’s 
technology-sawy  students.  And  security  cannot  be  compromised. 

That’s  why  Baylor  University  turned  to  Enterasys  and  its  unique  Secure  Networks 
solution.  Through  a  simple-to-administer  interface,  IT  managers  can  assign  very 
specific  access  privileges  that  stay  with  students  wherever  or  however  they  log 
on.  From  class  or  the  residence  hall.  Wired  or  wireless. 


Secure  Networks  Webcast 


The  network  runs  smoother.  Security  is  pervasive.  And  students  are  happy. 


Don’t  miss  this  informative  webcast 
featuring  Gartner  and  other  industry  experts  as 
we  address  the  best  practices  for  deploying 
enterprise-wide  security. 

Register  now! 

Visit  us  at  itworld.com/enterasyssecurity 


Get  the  full  story  at  enterasys.com/baylor 
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Operational  efficiency 


A  partner  like  BearingPoint. 


Performance  management 
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Trinity  Industries,  a  leading  manufacturer  of  capital  goods  for  the  industrial, 
construction,  transportation  and  energy  industries,  wanted  a  world-class 
finance  &  accounting  operation  and  consistent  business  processes  to 
maximize  its  growth  strategies  and  concentrate  on  core  competencies. 

Unbiased.  Experienced.  That’s  where  BearingPoint  came  in. 

We  created  a  centralized  accounting  service  center  that  standardized 
processes  and  successfully  transitioned  operations  to  an  outsourced 
environment.  Trinity  now  accesses  information  faster  and  benefits  from 
improved  cycle  times,  allowing  them  to  spend  more  time  driving  key 
business  issues.  They're  the  kind  of  results  you  can  achieve  when  you 
choose  a  partner  that  puts  your  success  ahead  of  its  own. 

A  partner  without  bias. 


Find  out  how  we  can  help  you.  Visit  bearingpoint.com. 


BearingPoint 
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COVER  STORY  I  A  Funny 
Thing  Happened  on  the  Way 
to  Compliance 

By  Ben  Worthen  I  50 

A  year  ago,  everyone  was  afraid  of 

Sarbanes-Oxley.  It  looked  as  if  com¬ 
panies  were  going  to  have  to  spend 
millions  automating  manual  tasks  in  order 
to  comply  with  the  law.  But  somewhere 
between  the  time  the  act  left  President  Bush’s 
desk  in  July  2002  and  the  SEC’s  issuance  of 
its  final  rule  in  June  2003,  Sarbanes-Oxley 
was  defanged.  Both  the  proposed  and  final 
versions  of  the  SEC  rule  require  companies 
to  identify  weak  points  in  their  internal  con¬ 
trol  processes  and  take  steps  to  mitigate  the 
risks,  but  the  new  rule  does  not  require  com¬ 
panies  to  fix  internal  control  weaknesses 
through  automation,  nor  does  it  regulate 
how  companies  ensure  that  their  controls 
are  effective.  Fulfilling  the  letter  of  the  law 
requiring  that  internal  financial  controls  be 
effective  can  entail  nothing  more  than  hav¬ 
ing  someone  double-check  manual  work. 
Compared  to  the  spend-a-ton-of-money, 
automate-everything  approach,  this  version 
of  Sarbanes-Oxley  gives  the  CIO  a  dimin¬ 
ished  role  in  compliance.  Nevertheless,  CIOs 
should  be  on  the  lookout  for  processes  they 
can  automate  at  little  or  no  cost  using  tech¬ 
nology  that  the  company  already  owns. 


“I  don’t  want  to  sound 
jaded,  but  most  vendors 
see  Sarbanes-Oxley  as 
an  opportunity  to  sell 
more  software.” 

-SCOT  KL1MKE,  CIO, 
NETWORK  APPLIANCE 


Targeting  Perfection  ByTracyMayor  I  62 

SIX  SIGMA  IS  A  HOT  PROCESSHMPROVEMENT  methodology  that  forces  companies  to 
focus  on  the  quality  of  the  customer  experience.  The  phrase  refers  to  deviations  from  an  ideal  of 
operation;  each  level  of  sigma,  starting  from  one,  allows  for  fewer  defects.  Problem  evaluation  breaks 
into  five  steps:  define,  measure,  analyze,  improve  and  control.  The  IT  function  can  apply  Six  Sigma 
to  measure  and  improve  internal  processes — such  as  network  speed  and  reliability — and  line-of- 
business  processes  like  online  ordering  systems.  Users  of  Six  Sigma,  such  as  Chase  Financial  Services, 
Fidelity  Wide  Processing,  Raytheon  Aircraft  and  Textron,  discuss  when  it’s  most  useful  and  its  pay¬ 
offs.  Among  lessons  learned  are  the  need  to  avoid  getting  bogged  down  in  numbers  and  resisting  the 
temptation  to  apply  Six  Sigma  only  part-time  (this  just  slows  projects  down).  Six  Sigma  users  agree 
on  one  point:  Top-down  buy-in  is  absolutely,  positively  required  for  it  to  succeed  in  the  enterprise. 


Integration  Case  File:  Access  Miami  ByLafeLow  I  72 

IN  MIAMI-DADE  COUNTY,  a  Web  services  application  will  soon  make  it  possible  for  police 
officers  to  run  a  query  from  laptops  installed  in  patrol  cars  to  determine  whether  the  people  they  pull 
over  are  wanted  for  serious  offenses.  Web  services  technology  was  adopted  by  the  county  because  it 
enables  applications  to  be  shared  with  multiple  departments,  reusing  processes  and  coded  logic,  and 
because  it  conforms  to  emerging  industry  standards  such  as  SOAP  and  XMF.  The  greatest  challenges 
have  been  resource  related — retraining  and  reallocating  staff  and  responsibilities.  Case  commentator 
William  Ives,  Accenture’s  lead  for  KM  practice,  says  the  temptation  with  Web  services  is  to  lead  with 
technology  and  then  explore  its  new  capabilities.  But  Miami-Dade  successfully  resisted  this.  It’s  lead¬ 
ing  with  business  processes  and  building  applications  that  demonstrate  a  wide  range  of  organiza¬ 
tional  value. 


The  RFID  Imperative  By  Meridith  Levinson  I  78 

FOR  THE  RETAIL  INDUSTRY,  RFID  TECHNOLOGY— when  the  price  is  right— will  gener¬ 
ate  mountains  of  data  about  the  location  of  pallets,  cases,  cartons,  totes  and  individual  products  in 
the  supply  chain.  RFID  will  produce  oceans  of  information  about  when  and  where  merchandise  was 
manufactured,  picked,  packed  and  shipped.  To  accommodate  this  new  world,  and  take  advantage 
of  this  transformational  technology,  CIOs  must  begin  to  assess  the  changes  they’ll  need  to  make  to 
their  IT  infrastructures.  CIOs  at  companies  such  as  Fimited  Brands  are  rethinking  data  warehousing 
strategies — including  what  they  store  and  how  they  store  it — based  on  the  data’s  ROI,  age,  and  the 
cost  of  keeping  and  retrieving  it. 


KM:  Why  Three  Heads  Are  Better  Than  One  By  Lauren  Gibbons  Paul  I  94 
THE  PAYOFF  FOR  GETTING  INDIVIDUALS  MOBILIZED  around  KM  can  be  staggering. 
Shell  International  Exploration  and  Production  attributed  more  than  $200  million  in  direct  costs 
saved  and  additional  income  in  2002  to  the  use  of  its  SiteScape  online  collaboration  forum.  Giant 
Eagle  conservatively  expects  to  generate  at  least  $100,000  in  additional  annual  revenue  through  shar¬ 
ing  ideas.  Even  without  such  ROI,  the  jobless  recovery  and  impending  waves  of  retirements  make  it 
more  urgent  for  CIOs  to  get  KM  working.  There  are  ways  to  overcome  an  innate  aversion  to  sharing 
knowledge:  demonstrate  personal  ROI  for  the  employee’s  participation,  embed  knowledge  collection 
and  dissemination  into  everyday  jobs,  and  hold  story-telling  sessions  in  which  team  members  discuss 
what  happened  on  a  particular  project  with  the  learnings  captured  by  in-house  journalists.  KM  veter¬ 
ans  share  tips  on  what  not  to  do — namely,  calling  the  initiative  “knowledge  management.” 
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the  XML  effect 


Saving  over  a  million  j  1  ^ 
dollars  a  year  ujith  XML 
The  United  States  Navy 
sees  smooth  sailing  ahead 


To  achieve  peak  performance,  the  United  States  Navy  must  run  efficiently 
and  react  with  deft  precision.  That's  why  they  recently  created  a  system 
that  allows  them  to  store  and  manage  their  operational  systems  manuals 
electronically.  And  they  did  this  by  implementing  XML  with  Software  AG. 

Now,  the  Navy  is  able  to  retrieve  critical  information  quickly  and  securely. 

In  addition  to  that,  they've  also  decreased  time-consuming  editing  and 
authoring  labor,  saving  them  well  over  $1  million  the  first  year  alone. 

With  Software  AG  and  the  XML  effect  you  can: 

Command  a  single  desktop  view  of  information  from  disparate  data  sources 
immediately  upon  request. 

Issue  valuable  new  and/or  updated  information  —  enterprise  wide  —  to  each 
and  every  individual  who  needs  it  to  perform  their  duties. 

Deploy  a  partner  who  has  over  30  years  experience  in  data  management 
including  the  early  shaping  and  development  of  XML. 

The  U.S.  Navy  took  advantage  of  all  this  and  is  now  better  prepared  to  go 
into  action.  Are  you? 


Discover  the  XML  effect. 

To  learn  more  about  Software  AG 
and  how  the  XML  effect  can  help 
you  unlock  data  assets,  visit 
www.softwareagusa.com  today. 
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THE  XML  COMPANY 


Make  every  employee  a  CFO. 


Only  PeopleSoft  Financial  Management  delivers  real-time  visibility  and  control  to  meet  today's  compliance  challenges. 

PeopleSoft  Financial  Management  makes  every  employee  financially  accountable.  Role-based  portals  allow  every  employee 
visibility  into  their  own  financial  world  within  the  global  enterprise.  With  embedded  cost  controls,  business  analytics,  and 
real-time  alerts,  every  employee  is  empowered  to  make  the  right  decisions.  And  your  CFO  can  be  confident  of  achieving  the 
results  he  is  counting  on.  Learn  more  by  visiting  us  at  www.peoplesoft.com/realtime  or  call  1-888-773-8277. 


®  I  Financial  Management 


©  2003  PeopleSoft,  Inc.  PeopleSoft  is  a  registered  trademark  of  PeopleSoft,  Inc. 
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FREE 


RENEWAL! 


We  can’t  continue  to  send  you  CIO  without  your  completed 
application.  Don’t  risk  missing  an  important  issue  that 
could  affect  your  future  success— Renew  online  today.  It’s 
quick,  easy  and  costs  you  nothing! 

http://RENEW.CIO.COM/C3B 

Renew  today  and  you  won’t  hear  from  us 
for  another  12  months! 
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